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CAPITAL APPROPRIATIONS: PAUSE OR TROUGH? 


creased their appropriations for plant and equip- 

ment by $2.0 billion in the fourth quarter, in the 
face of recessionary tendencies. This was more than 10% 
above the third-quarter rate. 

Appropriations, however, tend to be expanded sea- 
sonally in the closing quarter. It is equally noteworthy, 
therefore, that the fourth-quarter rate was substantially 
lower than a year earlier. The seasonal rise thus leaves 
open the question whether the loss of momentum evi- 
dent in earlier quarters was merely interrupted, or 
whether a new and lower plateau had finally been es- 
tablished. This question, around which pivots much of 
the business outlook for the months ahead, cannot be 
answered by one quarter oi seasonal rise. 

In the last quarter of 1957, outlays for plant and 
equipment again exceeded appropriation approvals. 
This is the third successive quarter in which appro- 
priation backlogs declined until they are now at the 
level prevailing at the beginning of 1956. 


[ee 1,000 largest manufacturing companies in- 


Arriving at the Figures 
The arithmetic of appropriation trends is: 


e At the start of the fourth quarter, the appropriations 
backlog was estimated at $8.8 billion for the top 1,000 
manufacturing companies. 

e To this was added $2.0 billion in new appropriations, 
bringing the total available for use during the quarter to 
$10.8 billion. 

e Of this total, $3.1 billion was either spent or committed, 
and $0.4 canceled. 

e This left a balance, or backlog, of $7.3 billion at the end 
of 1957. 


Reports were submitted by 559 companies. The co- 
operating companies accounted for 73% of the assets of 
the top 1,000 manufacturing corporations. 

This is the seventh quarterly report in a continuing 
series of quarterly reports on capital appropriations 
conducted by Tur ConrerEence Boarp with the finan- 
cial sponsorship of Newsweek magazine.' The numerical 
data in the present report are identical with those in 
the previous (December, 1957) Business Record article, 
except for very minor revisions in the third quarter of 
1957. 


1 The initial study, presented in The Conference Board Business 
Record for October, 1956, described in detail the broad purposes of the 
survey, the techniques employed, and the major limitations surround- 
ing the results 
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Tables and calculations presented in this report are 
based upon identical company returns for all quarters 
to ensure consistency. 


Appropriations Decline 


The 499 companies furnishing information for all 
quarters of 1955, 1956, and 1957 reported a 33% decline 
in appropriations newly approved in the fourth quarter 
of 1957 as compared with a year earlier. This most 
recent year-to-year decline is a bit sharper than that re- 
ported in the third quarter of last year. In combination, 
the appropriation cutbacks in the closing half of 1957 
were by far the largest of the year-to-year comparisons 
possible over the past three years. 

These most recent declines provide further evidence 
that the investment boom of the past few years, at least 
in manufacturing, has topped out. Capital outlays re- 
ported by the cooperating companies have declined, on & 
seasonally adjusted basis, for the first time in three years 
(see below). 

During the quarter, the 499 reporting companies had 
a $1.1-billion decline in appropriation backlogs, slightly 
more than the decline during the previous quarter. Dur- 
ing the fourth quarter of 1956, the appropriation back- 
log declined $0.5 billion. 

The drop in the appropriation backlogs during the 
past three quarters outweighed the seasonal increase 
during the first quarter of 1957. During 1957, then, ap- 
propriation backlogs declined by $1.5 billion. This con- 
trasts with a $1.4-billion rise in appropriation backlogs 
during 1956. 


Outlays Decline 


The appropriation declines, which were first reported 
in this series as early as the third quarter of 1956, have 
now been translated into actual declines in capital 
spending on a seasonally adjusted basis. In the Septem- 
ber, 1957, Business Record, we reported: “. . . the sta- 
bility or near-stability in capital spending by large man- 
ufacturing companies in the months immediately ahead 
may be followed by a downward tilt which should be 
evident around the turn of the year, or shortly there- 
after.’’! The magnitude of the appropriation declines in 
the second half of 1957 apparently hastened the outlay 
drop which came in the fourth quarter of 1957, rather 
than first appearing in the initial quarter of this year. 


1 Page 402 


| Appropriations and Backlogs Decline in 1957 
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The current survey, in conjunction with the two 
previous surveys, suggests that the decline in capital 
outlays which began in the fourth quarter of 1957 may 
continue through most, if not all, of this year. Certainly 
on the basis of appropriations approved in 1957, there 
are few if any signs of a quick turn-about in capital 
spending by manufacturing firms in 1958. 

Sobering as these recent appropriation declines have 
been, the sizable remaining backlogs should also be seen 
in perspective. They are still about the same as at the 
end of 1955. Thus the level of capital outiays in 1958, 
even in manufacturing, could still be higher than in 1955. 


Seasonal Rise 


Quarter-to-quarter changes can be appraised either 
through their detailed analysis in each of the several 
years for which data are available, or through applica- 
tion of formal seasonal adjustment factors. Both ap- 
proaches suggest that the rise in new appropriation ap- 
provals from the third to the fourth quarter of last year 
was of about seasonal dimension. Without question, the 
leveling out of the rate of appropriations is a most en- 
couraging feature of this report, particularly in the light 
of the sharp cutbacks earlier. 

First, consider the absolute changes from quarter to 
quarter. In 1957, the 15% rise in appropriations from the 
third to the fourth quarter was slightly less than the 
17% rise over the same quarters of 1956: 


I-li II-lll III-IV IV-I 

"55 "66 

"65 "66 °57 "65 4°56 «°° BT "65 °56 «57 "56 "67 

All mfg.....| -17 -23 -43 2 -29 -32 | 28 17 15] 34 61 

Durables. . 4 -11 -26 7-49 -45 | 29 72 #S0}j 11 2 

Nondur.. ..| -33 -34 -53 | - 4 —- 4 -20 | 28 -18 5] 65 117 
Excl. oil cos. 

All mfg..... 4 -12 -30 8 -30 -34 | 33 22 14/13 16 

Nondur.. . . 6 -16 -38 | 10 li -11 | 43 -28 -8 


—i.These third-to-fourth quarter changes, practically 
even in 1956 and 1957, have two different components. 
The quarter-to-quarter rise in appropriations approved 
by the durables companies was less than half that re- 
ported a year earlier. In sharp contrast, the rate of 
appropriation approvals for the nondurables sector 
rose in the fourth quarter of 1957; in the fourth quarter 
of 1956 it had declined. 

Since the oil group represents the prime example of 
companies that appropriate for the year as a whole in 
the first quarter of the year, their appropriations can 
be removed to isolate this pronounced seasonal influence. 
Excluding the oil companies, the rise from the third to 
the fourth quarter of 1957 was less than the rise over 
the same quarters a year previous. 

When comparison is made with the change from the 
third to the fourth quarters of 1955, the more recent 


Chart lines: 
Estimated for the top 1,000 manufacturing companies. See table 1 
Source: The Conference Board 
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changes are substantially less in the case of all manu- 
facturing and the nondurables group. For durables, 
however, the quarter-to-quarter rise in 1957 was the 
same as over the same period two years earlier. 

Seasonal adjustment factors have been prepared from 
the published information from 1955 to date, supple- 
mented by unpublished quarterly data submitted by a 
smaller group of companies for 1953 and 1954. Seasonal 
factors obtained from fewer than twenty quarters must 
necessarily be treated with caution. But the combina- 
tion of seasonal factors and year-to-year changes, in the 
present instance, helps to buttress the analysis based 
upon preliminary seasonal factors.! 

The peak in the seasonally adjusted rate of new ap- 
propriations was reached in the first half of 1956 (see 
chart). The decline of the second half of 1956 was fol- 
lowed by a rise in the first quarter of 1957, which did 
not regain the peak of the year earlier. The trend in the 
second and third quarters of 1957 was downward, with 
about the same rate of decline in each quarter. However, 
in the fourth quarter of last year, the adjusted rate of 
appropriation approvals was about the same as in the 
previous quarter. In the second half of last year, ap- 
propriations were being approved at a rate lower than 
in the ten previous quarters, but still significantly higher 
than in the 1953-1954 period. 

The seasonally adjusted rate of new appropriations 
in the four quarters beginning with the third quarter of 
1956 was about one sixth lower than in the previous 
three peak quarters of 1955-1956. In the second half of 
1957, the adjusted rate of appropriation approvals was 
some 30% lower than the reduced level of III-1956 to 
IT-1957. 


One Down a Bit, One Up a Bit 


The leveling off in the seasonally adjusted rate of new 
appropriations in the fourth quarter represented a 
balance of a slight decline in the adjusted rate of ap- 
propriations in the durables group offset by a modest 
rise in the adjusted rate for the soft-goods industries. 

For the hard-goods industries, the adjusted rate of 
approvals in the second half of 1957 was down more than 
a third from the average level of the previous four 
quarters (III-1956 to IJ-1957). In the nondurables 
sector, the adjusted second-half rate was down about a 
fourth from the average level of the previous four 
quarters. 


Backlogs Hold Up Spending 


With the sharp declines in appropriation approvals 
of recent quarters, capital spending has held firm, with 
a decline first evident in the fourth quarter. The rate of 


1 'The seasonal factors were computed separately for the following 
industries: petroleum, iron and steel, electrical machinery, nonelec- 
trical machinery, and fabricated metal products. For the present, the 
‘new appropriations in the remaining industries have not been ad- 
justed. The factors cited above are the second set which have thus far 
been computed and are based upon data for the period first quarter of 
1953 through the third quarter of 1957 
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More Companies Report Lower Appropriations 
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Spending Still Exceeds Appropriations 
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new appropriations in the fourth quarter, as in the 
previous two, was below the level of capital outlays 
(see chart). 

Seasonally adjusted change in backlogs can be com- 
puted by subtracting seasonally corrected cancellations 
and expenditures from adjusted appropriations. On this 
basis, the adjusted decline in backlogs during the final 
quarter of last year was somewhat less than in the third 
quarter (see chart). { ; 

Over the past three quarters, the minus signs in 
seasonally adjusted backlog changes have just balanced 
the adjusted backlog increases of the previous quarters 
in 1956-1957. This approach, then, spells out the finding 
presented earlier concerning the decline in the backlogs 
outstanding at the end of 1957 to the level outstanding 
at the beginning of 1956. 

Backlogs have not yet been cut beyond the level 
developed during 1955. In fact, the backlogs accumu- 
lated.during 1955 were substantially greater than those 
of the four quarters of 1956 and the first quarter of 1957. 

The adjusted backlog decline both for the durables 
and the nondurables groups was less in the fourth 
quarter than in the third. But, for the total, as well as 
for these two main sectors, the backlog decline in the 
fourth quarter was still larger than in late 1956 and the 
first half of 1957. These backlogs, then, are holding up 
capital outlays, so that the spending decline will be much 
more gradual than the steeper declines in appropriations. 

If the backlog changes are cumulated starting with 
the first quarter of 1955, then the adjusted backlog de- 
cline in the final quarter of last year represented some 
15% of the change in backlogs of the nine consecutive 
quarters starting with the initial quarter of 1955. The 
cutbacks in backlogs over the iast three quarters of 
1957 amounted to about 40% of the backlog gains ac- 
cumulated over the previous nine quarters. 

In the durables sector, the adjusted backlog decline 
in the fourth quarter was about one seventh of the back- 
logs accumulated during the period first quarter of 1955 
through second quarter of 1956. Over the six quarters 
beginning with the third quarter of 1956, the backlog 
losses amounted to almost half of the backlog gains re- 
ported for the previous six quarters. 

In the nondurables industries, the adjusted backlog 
decline in the fourth quarter of last year represented 
some 15% of the backlogs accumulated during the nine 
quarters commencing with the first quarter of 1955. In 
the last three quarters of 1957, the backlog declines in 
the soft-goods group totaled about 40% of the gains 
registered in the previous nine quarters. 


Profits and Margins Decline 


These reports on the capital appropriation surveys 
have emphasized the relationships between trends in 
appropriations and changes in profits, profit margins, 
and liquidity. On the basis of the full record of the first 
three quarters and preliminary indications for the 
fourth, the current appropriation trends are better 
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understood in the framework of these related variables. 

The Federal Trade Commission-Securities and Ex- 
change Commission’s estimates of total manufacturing 
profits were up 2% in the third quarter of 1957 as com- 
pared with the year previous. However, this comparison 
is affected by the steel strike in the third quarter of 1956. 
Excluding the iron and steel industry, manufacturing 
profits were down 2% in the third quarter of 1957, both 
in the durables and nondurables groups. 

Even more important, the downward drift in profit 
margins continued in the third quarter of last year. 


Net Profits, After Taxes, as Per Cent of Sales 


A 


1955 1956 1957 

Q Ep Ih. Tle) Ee Wi. TE IV | ih, iil 
ewe: cS 2 6.15.5 54 56] 5.3 5.5 4.9 5.2 | 5.1 5.0 4.7 
Durables...... 5.4 6.1 5.5 5.8 | 5.5 5.6 4.6 5.2 | 5.2 5.2 4.6 
Nondurables...| 4.8 5.0 5.3 5.5 | 52 54 5.2 53 | 5.149 48 


Sources: Federal Trade Commission; Securities and Exchange Commission 


In the fourth quarter, manufacturing profits were off 
sharply with declining activity. According to the First 
National City Bank’s preliminary fourth-quarter figures, 
fourth-quarter profits were off 16% as compared with 
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the year-ago rate. In view of this sharp decline in 
profits, the fact that appropriations did not decline more 
was somewhat surprising. These preliminary profit 
figures together with the Department of Commerce 
estimates of total manufacturing sales suggest a further 
deterioration in profit margins during the fourth quarter 
as compared with the previous year. 

Since the quarterly survey is confined only to the top 
1,000 companies, profit margins for the manufacturing 
companies at the apex of the manufacturing pyramid 
are perhaps more appropriate. According to FT'C-SEC 
estimates, profit margins were lower for all size groups 
in the second quarter and for all groups in the third 
quarter except the very largest with assets of $1 billion 
and over. 

However, if the latter group were corrected for the 
iron and steel industry, the latest available margin 
comparison would also probably be negative. 


Undistributed Profits and Liquidity Still Off 


Even more important than the decline in profits and 
margins has been the decline in undistributed profits. In 
the second quarter of 1957, undistributed profits were 
off by 10% compared with the year-ago figure. In the 
third quarter, they were off 1%. However, when the 


A Quick Appraisal 


Have appropriations reached a low point in the third 
and fourth quarters? Or have they merely paused before 
continuing on their downward course? This is the ques- 
tion posed by the results of the seventh report in the con- 
tinuing quarterly survey of capital appropriations of the 
1,000 largest manufacturing companies, conducted by 
Tue Con¥FERENCE Boarp with the financial sponsorship 
of Newsweek magazine. (Reprints of the earlier reports 
are available upon request.) 

The 499 companies furnishing information for all 
quarters of 1955, 1956, and 1957 reported a 33% decline 
in appropriations newly approved in the fourth quarter of 
1957 as compared with a year earlier, but also registered a 
15% seasonal rise over third-quarter appropriations. For 
the year as a whole, appropriations were down 21% from 
the level of 1956 and down 10% from the level of 1955, 
with the stronger decline in the durables sector. Every 
hard-goods industry reported an appropriation decline 
in 1957. 


Backlogs 


With appropriations still running at a lower rate than 
expenditures, the backlog of outstanding appropriations 
at the end of 1957 was 20% lower than a year previously. 
Small backlog losses first appeared at midyear. At the 
end of the third quarter, backlogs dropped sizably for 
the first time. The decline had deepened by the end of the 
year, hitting the durables group (—25%) harder than 
nondurables (—14%). Compared with year-end 1955, 
however, backlogs are off only fractionally for manufac- 
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turing companies, with durables declining and nondur- 
ables increasing. 


Profits, Liquidity, and Cancellations 


Manufacturing profits fell sharply with declining 
activity; preliminary fourth-quarter profits are off 16% 
compared with year-ago rates. Estimates of total manu- 
facturing sales also suggest a further deterioration in 
profit margins during the fourth quarter. Even more im- 
portant, the decline in undistributed profit margins con- 
tinued; since 1956, liquidity in each quarter has been 
lower than in the corresponding period of the previous 
year. Fourth-quarter cancellations reached a new peak of 
19% of new appropriations. When adjusted for the strong 
seasonal element in fourth-quarter cancellations (owing to 
year-end accounting adjustments), the figure becomes 
13%. The rise in cancellations took place in both durables 
and nondurables, but was heavier in the latter. This rise 
in cancellations represents only 4% of backlogs outstand- 
ing at the beginning of the fourth quarter. 


Outlook 


This survey, in conjunction with the two preceding 
ones, implies that the decline in capital outlays may con- 
tinue through most, if not all, of this year. Even so, the 
level of spending could exceed that in 1955, since the re- 
maining backlogs are still sizable. The fact that appropria- 
tion approvals did not decline any further poses the ques- 
tion as to whether the appropriations decline has been 
halted. The answer should be written by the next survey. 
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Unit: The number of quarters represented by outstanding appropriations at the end of the 
quarter divided by the commitments or expenditures made during the quarter. As reported by 
499 manufacturing companies. For basic data see table 4 


1 Includes motor vehicles 
2 Includes coal products 


8 meee apparel and related products, tobacco, leather and leather products, printing and 
publishing 


“Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous 
manufactures 


Source: The Conference Board 


iron and steel industry is removed, the negative com- 
parison becomes 6%. Expressed in terms of sales, there- 
fore, the decline in undistributed profit margins has 
been even greater than for profits before dividends. 

The liquidity position of manufacturers is also be- 
lieved to have some influence on the rate of appropria- 
tions. As measured by the ratio of cash and federal 
securities as a percentage of current liabilities, manu- 
facturers were less liquid in the third quarter of 1957 
than in the corresponding year-ago quarter. 


Cash and United States Government Securities as a Ratio 
of Current Liabilities 


1955 i956 1957 
Ped WE IV]! Laer a | eae 
API gy oe tas 70 .72 .71 .69 | 61 .568 .65 .55 | .51 .61 .52 
Durables...... 67 .69 .70 .67 | .67 53 .61 .50 | AT AT AD 
Nondurables...| .74 .76 .72 .71 | 68 .67 .62 .63 | .68 .58 .55 


Sources: Federal Trade Cominission; Securities and Exchange Commission 


Since 1956, liquidity in each quarter has been lower 
than the corresponding period of the previous year. And 
this trend has continued at least through the first three 
quarters of 1957. 


Cancellations Rise 


In the final quarter of last year, cancellations rose to a 
new peak for the period under review, substantially 
higher than a year ago. In the second quarter of last 
year, cancellations had risen sharply to a level of 8% of 
appropriations newly approved during the quarter. In 
the third quarter, the cancellation rate dropped to 
under 7%. However, in the last quarter, this rate 
jumped to 19%. 

The trend of cancellations over the past five yearssug- 
gests that they typically rise in the fourth quarter of 
each year, presumably in association with year-end ac- 
counting adjustments. If cancellations are seasonally 
adjusted and expressed as a ratio of adjusted appropria- 
tion approvals, then the adjusted cancellation ratio in 
the second quarter of last year was 9%; it declined to 
7% in the third, and rose to a new peak of 13% in the 
final quarter of 1957. 

Cancellations rose both in the durables and non- 
durables groups. In the hard-goods sector, however, the 
adjusted rate of cancellations was lower in the fourth 
quarter than in the second quarter of last year. Can- 
cellations were heavier in the nondurables group than 
in the durables sector. They were most prevalent, in 
dollar terms, in the oil industry. 

While the most recent rise in cancellations more than 
balances the drop during the previous quarter, it must 
still be emphasized that the fourth-quarter cancellations 
represented only 4% of the total backlogs outstanding 
at the beginning of the fourth quarter. 


Appropriation Declines in Most Industries 


The 33% decline in new appropriations in the fourth 
quarter of 1957 as compared with the year-ago quarter 
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represented declines in almost all the industries. The 
47% decline reported by the durables group was the 
sixth successive quarter in which the new appropriation 
approvals of the hard-goods group were below the same 
period a year earlier. More important, this latest decline 
was by far the sharpest yet experienced 
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cals, and oil. Only two reported a gain in the second 
half, food and miscellaneous nondurables; these in- 
dustries, incidentally, had reported a decline in the first 
half of the year. 

With the final quarter of last year, comparisons are 
possible on an annual basis. In 1957, appropriations 


were down 21% from the 
1956 level (see chart). The 
decline in durables was much 


1 Q. 55 2Q.’55 3 Q. 755 4Q. 755 1 Q.’66 2 Q. 56 3 Q. 56 4Q. 56 


1 Q.’56 2Q.°56 3 Q. 56 4Q. 56 1Q. 57 2 Q.’57 8 Q. 57 4Q. 67 


All Ln ee Cae ae 45 35 - 6 -14 -4 —28 -32 -33 ] 
Durables....... 59 37 -35 -14 -21 -35 -29 -47 erenteh thane in theeaso po 
- Nondurables.... -20 -33 -14 the soft-goods Os Every 


hard-goods industry regis- 
tered an appropriation decline in 1957, ranging from 
—9% for nonelectrical machinery to —48% for non- 
ferrous metals. In the soft-goods group, food, oil and 
miscellaneous nondurables had increases in appropria- 
tions approved in 1957 as compared with the previous 
Appropriation approvals in the nonferrous metals, year. 
paper, and stone, clay and glass industries were higher If the fourth-quarter rate of appropriations, sea- 
in the fourth quarter than in the same period a year sonally adjusted where applicable, is multiplied by 
earlier. four, it can be compared with the annual total for 1957. 
Among the declines, the fabricated metals, textiles, Since the fourth-quarter rate has leveled off from the 
and oil industries posted —5% or less; food, chemicals, third, such an arithmetical comparison can suggest how 
rubber, and miscellaneous nondurables reported de- the 1958 annual would compare with the 1957 annual, 
clines between —19% and —28%; and iron and steel, in the event that the latest adjusted rate were to be 
electrical and nonelectrical machinery, and transporta- maintained during the year. 
tion equipment industries registered appropriation de- Fourth-quarter appropriations were about a fifth 
clines of 45% or more. below the average level of 1957, with durables down 
Two industries—iron and steel and electrical machin- about a fourth, and nondurables off about one sixth. 
ery—had their sharpest cutbacks in appropriation ap- The electrical machinery group reported approvals at 
provals to date. Nonelectrical machinery posted its a sharply reduced rate from the average of 1957, the 
second quarter of decline, after six quarters of increases. iron and steel, transportation equipment, chemicals and 
On the other hand, such industries as nonferrous metals, rubber industries also registered substantial declines in 
stone, clay and glass, and paper, after reporting a series the fourth quarter compared with the year as a whole. 
of declines, showed an increase in the final quarter of The defense cutbacks apparently still were affecting 
last year. Industries like fabricated metal products, the nonautomotive component of the transportation 
textiles, and petroleum reported much smaller appro- equipment industry. In the third quarter, these com- 
priation cutbacks in the fourth quarter than they had panies had their first sizable appropriation decline; in 
in earlier quarters of 1957. the fourth quarter, the decline was extended. 


On the other hand, the 14% decline reported by the soft- 
goods group in the fourth quarter was less than the cut- 
backs for the two previous quarters. 


Nonferrous Metals and Paper Up 


Half-year and Yearly Comparisons A Two-year Comparison 


Since any given quarter can for one reason or another 
be unduly influenced by random factors, further per- 
spective is added with comparisons covering a longer 
period of time. The percentage decline in new appro- 
priations from the second half of 1957 compared with 
the second half of 1956 has more than doubled to —32% 
from —14%, which was the cutback in the first half of 
1957 compared with the same year-ago period. Over the 
same periods, the second-half comparison for durables 
came to —40%; the first half to —27%. More striking 
as to trend, was the same set of figures for the soft-goods 
group. Whereas new appropriations in the first half were 
down only 1%, the decline deepened to —25% in the 
second half. 

Six industries posted sharper losses in the second half 
than in the first: iron and steel, electrical and non- 
electrical machinery, transportation equipment, chemi- 


Further perspective is also possible with comparisons 
two years ago. For the year as a whole, appropriations 
approved in 1957 were down 10% from the rate of 1955. 
The core of the decline centered in the hard-goods 
group, particularly the metals, transportation equip- 
ment, and stone, clay and glass industries. The soft- 
goods group, as a whole, appropriated more in 1957 
than they did in 1955, with the textile and paper in- 
dustries as their chief exceptions. 

Comparison with the fourth quarter of 1955 is affected 
by the fact that this earlier quarter represented one of 
the peak quarters in the rate of appropriation approvals. 
It is not surprising, then, that appropriations in the 
final quarter of 1957 were off 42% from the rate of the 
same quarter two years earlier. The decline in the hard- 
goods industries of —54% was double that reported by 
the soft-goods group. All the durables industries were 
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Percentage Distribution of the Number of Companies with Higher and Lower Appropriations The pattern of distribution 


of the individual company 


1Q.°56 | 2Q.66 | $Q.’66 | 4Q.’66 | 1Q.°67 | 2Q.’67 | $Q.°67 | 4Q.'57_ reports according to whether 


2Q.°55 | $Q.°55 | 4Q.’65 | 1Q.'56 | 2Q.'56 | $Q.'56 | 4Q.°56 spain 


All mfg 
ligher er. < +s « ots ashe 50 48 
OWES Wee ate oe he ses 50 
INoichange:. errs «2 « 2 
Durables mfg. 
TS DOR ren ire e chee. 3. faces 45 
WO werner cere nce ee 53 
No change............ 2 
Nondurables mfg. 
higher sie atrstscscwets 3/42 51 
TAwertacs wel se aes oa8 47 
No change...........- 2 


considerably off compared to two years ago—except for 
nonelectrical machinery, with a small decline, and mis- 
cellaneous durables with the only rise of any industry in 
this comparison. All the soft-goods industries were off in 
the last quarter of 1957 compared with two years ago, 
but generally their declines were less than those posted 
in the hard-goods group. 


Company Analysis 


The diffusion of company appropriations can supple- 
ment the analysis hitherto expressed in terms of dollars. 
Accordingly, the 499 companies reporting information 
for the past three years have been classified into three 
categories; those with increases; those with decreases; 
and those reporting no change. Here each company is 
counted as one unit, without regard to dollar totals. 


appropriations were 
higher or lower for the quarter 


+ a te compared with the year-ago 
4 7 4 quarter generally parallels the 
ie es ay dollar totals. Thus the level- 
54 57 59 ing out of the adjusted ap- 
8 4 propriation rate in the fourth 
45 41 quarter and the failure of the 
51 54 year-to-year appropriation de- 
4 5 cline to deteriorate further was 


matched by a leveling off of 
the number of companies reporting higher appropria- 
tions. 

However, there was a switch of some companies 
from the “no change” category to “lower,” so that 
the latter proportion dropped to the lowest level of 
the eight comparisons now possible. The net differ- 
ence between the number of companies reporting 
higher appropriations and those with lower rates thus 
increased slightly, while the year-to-year percentage 
decline increased only fractionally (see chart). 

In the durables group, the number of companies re- 
porting higher appropriations increased slightly in the 
fourth quarter as compared with the third, but here too 
there was a shift from those registering no change to 
those posting lower appropriations. 

In the nondurables sector, the proportion of com- 


Table 1: Estimated Capital Appropriations for the Thousand Largest Manufacturing Companies, Quarters, 1956-1957 


Millions of dollars 


Estimated for Top Thousand 


Ist Q. | 2nd Q. | 8rd Q. | 4th Q. | Ist Q. | 2nd Q. 


1956 1956 1956 1956 1957 1957 
All Manufacturing 
Opening backlog..... 8,240 |10,231 |10,498 |10,037 | 9,357 |10,882 
Newly approved..... 4,909 | 3,579 | 2,578 | 8,031 | 4,597 | 2,655 
Committed or spent....| 2,807 | 8,201 | 2,891 | 3,559 | 2,916 | 3,803 
Canceled Waka cs ses 117 136 139 227 124 210 
Closing backlog...... 10,226 |10,477 |10,033 | 9,288 |10,886 |10,057 


[Capital expenditures. .| 2,194 | 2,926 | 3,043 | 3,757 | 2,915 | 3,372 
Durable Goods Industries 


Opening backlog. .... 4,946 | 5,754 | 5,940 | 5,565 | 5,862 | 5,682 
Newly approved. .... 2,459 | 1,977 | 1,077] 1,758 | 1,808 | 1,341 
Committed or spent... .| 1,596 | 1,740 | 1,880 | 1,890 | 1,433 | 1,621 
Canceled oo. pitek csisscrs 63 59 72 86 58 89 
Closing backlog...... 5,748 | 5,927 | 5,556 | 5,845 | 5,683 | 5,321 


{Capital expenditures. .| 1,116 | 1,528} 1,617 | 2,071 | 1,556 | 1,734 
Nondurable Goods Indus- 


tries 


Opening backlog..... 3,295 | 4,476 | 4,553 | 4,472 | 3,995 | 5,200 
Newly approved..... 2,451 | 1,603 | 1,501] 1,273 | 2,794 | 1,814 
Committed or spent....| 1,210 | 1,461 | 1,511 | 1,670 | 1,483 | 1,682 
Canceled ash bcacuient 54 ie 67 | 142 66 121 
Closing backlog...... 4,477 | 4,550 | 4,477 | 3,943 | 5,203 | 4,736 


[Capital expenditures. .] 1,078 | 1,398 | 1,425 | 1,687 | 1,359 | 1,638 


Based upon 559 reporting companies, Industry details may not add up because of rounding 


As Reported by Respondent Companies 


8rd Q. | 4th Q. | Ist Q. | 2nd Q.} 38rd Q. | 4th Q. | Ist Q. | 2nd Q.| 8rd Q. | 4thQ. 
1957 1957 1956 1956 1956 1956 1957 1907 i997 isoT 


10,047 | 8,760 | 6,171 | 7,861 | 8,343 | 8,063 | 7,625 | 8,798 | 8,175 | 7,171 
1,786 | 2,018 | 3,585 | 2,774 | 1,975 | 2,827 | 3,473 | 1,995 | 1,354 | 1,561 
2,962 | 3,056 | 1,824 | 2,218 | 2,146 | 2,645 | 2,192 | 2,466 | 2,284 | 2,405 

129| 393 72 93| 102; 176 80| 1638 90| 287 
8,756 | 7,304 | 7,859 | 8,328 | 8,066 | 7,573 | 8,804 | 8,185 | 7,168 | 6,019 


8,282 | 3,483 | 1,517 | 2,046 | 2,101 | 2,683 | 2,086 | 2,504 | 2,488 | 2,680] 
5,310 | 4,563 | 3,613 | 4,361 | 4,745 | 4,479 | 4,398 | 4,660 | 4,390 | 3,814 
699 | 921) 1,690 | 1,530] 784] 1,352; 1,860] 1,000] 552] 718 


4,554 | 8,891 | 4,357 | 4,737 | 4,477 | 4,884 | 4,662 | 4,401 | 3,807 3,276 
1,620 | 1,742 | 708] 991 | 1,029 | 1,408 | 1,058 | 1,262 | 1,999 1,331] 


4,737 | 4,198 | 2,558 | 3,501 | 3,599 | 3,584 | 3,297 | 4,1 

1,088 | 1,097 | 1,895 | 1,244 | 1,192] ‘976 | 27114 a nie ye 

1,576 | 1,625 | 906 | 1,103 | 1,151 | 1,270 | 1,122 | 1,267 | 1,191 | 1,968 
62| 248) 43| 67| 61| 107| '49| ' 99| °39| “188 

4,202 | 8,412 | 8,502 | 8,591 | 8,689 | 8,189 | 4,141 | 3,784 | 3,361 | 2,743 


1,662 | 1,742 | 809 | 1,055 | 1,072 | 1,275 | 1,028 | 1,242 1,259 | 1,349] 


Source: Taz Conrerence Boarp 
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panies with higher appropriations receded from the 
third quarter. The net difference between the number of 
companies reporting higher appropriations and those 
with lower rates increased in the final quarter (see 
chart). 

In keeping with the relative magnitudes of the de- 
clines in the hard-goods as compared with the soft- 
goods group, there were more companies in the latter 
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reporting higher appropriations in the final quarter 
than was the case for the durables sector. 


Backlogs Slide to Year-end 1955 Level 


With appropriations still running at a lower rate than 
expenditures, the backlog of outstanding appropria- 
tions at the end of last year was 20% lower than a year 
previously. Backlog losses had first appeared, on a 


Table 2: Newly Approved Capita! Appropriations for Reporting Companies, 1956-1957 


Money figures in millions of dollars 


: % Change 
Gearic Quarter | Fourth Qos | Year Year ToS7 over 
‘ 1956 1957 Fourth Q. 1956 1956 
All Manufactusing ict Sora. 60... 80 is ee och —33 —21 
Druvable Goods, Industries tino. 6 stole 602% 0.5.0 16sleieals » —47 —32 
Ermaryiron and steel. 00... 4c. <a see cucen css —55 —23 
Primary nonferrous metals.................0.. 71 —48 
Electrical machinery and equipment —70 —42 
Machinery, except electrical... ............000. —45 - 9 
Transportation equipment!.................... —64 —44 
Stone, clay and glass products................. —38 
Fabricated metal products................200- —12 
Other durable goods industries?................ —20 
Nondurable Goods Industries... .....0..0ceeceeees it 
Rondcand: beverages =. ./.2). ics «sss seo e ie oe cole’ 8 
extent products; i205 Se sis'.sls Bets note wreis ail 
Paper and allied products. ............0.ee0005 —38 
Chemicals and allied products................. —22 
Petroleum and coal products...............00 2 
‘Bubber products 2eorteswsy ore res i vows Se eres =n 
Other nondurable goods industries*............. 14 
Based upon 499 reporting companies. Industry totals may not add up because of rounding Source: Tam Conrerence Boarp 


i Including motor vehicles 


2 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
3 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


Table 3: Outstanding Capital Appropriations for Reporting Companies, Fourth Quarters, 1955-1957 


Money figures in millions of dollars 


Fourth Fourth 
uarter Quarter 

1955 1956 

AU VM anafachuring) cd. sielcc ce sgo cee se easels 6,012 7,411 
Durable goods industries. ..........++++: 8,625 4,291 
Primary iron and steel.............-- 1,552 1,772 
Primary nonferrous metals........... 410 729 
Electrical machinery and equipment... 401 652 
Machinery, except electrical.......... 209 319 
Transportation equipment!........... 464 332 
Stone, clay and glass products........ 350 333 
Fabricated metal products........... 85 73 
Other durable goods industries*....... 54 79 
Nondurable Goods Industries............ 2,488 3,120 
Food and beverages..........+.++05: 174 170 
Textile mill products.............-.: 117 116 
Paper and allied products............ 385 420 
Chemicals and allied products......... 770 1,357 
Petroleum and coal products.......... 925 911 
Rubber products. .......-.....-..00: 110 129 
Other nondurable goods industries®. ... . 8 18 


Based upon 499 reporting companies. Industry totals may not add up because of rounding 


1 Including motor vehicles 


Number of Quarters of Commitments or 
Expenditures Represented by Outstanding 


Yorrone | Tost ones Sees 
Fourth 1956 1955 eee eo ee 
Quarter 4th Quarter | 4th Quarter | 4th Quarter 

1957 1955 1956 1957 
5,928 —20 -1 3.2 2.9 2.5 
8,231 —265 — 8 3.6 3.3 38.0 
1,340 —24 —14 5.0 4.3 3.1 
459 —37 12 3.4 4.6 3.0 
547 —16 86 8.2 4.0 4.0 
357 12 71 8.0 2.2 3.4 
191 —42 —59 2.2 2.0 19 
207 —38 —A4l 4.2 2.2 2.2 
55 —25 —35 3.3 1.1 1.5 
75 — 5 39 1.8 1.8 2.2 
2,698 —1h 8 27 2.5 2.2 
151 -—11 —13 3.8 24 2.2 
56 —52 —52 2.7 2.5 1.6 
284 —32 —26 4.9 3.8 2.9 
1,211 —l1 57 4.3 4.6 2.9 
856 — 6 - 7 1.8 1.4 1.6 
108 —16 — 2 2.2 2.0 1.8 
$1 72 288 0.7 1.6 2.6 


Source: Tan Conrerencn Boarp 


2 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
3 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 
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cals, miscellaneous durables and nondurables posted 


nominal basis, at midyear. At the end of the September 
backlogs higher than two years ago. Oil and rubber ap- 


quarter, they had dropped sizably for the first time. By 


year end, the declines had deepened. 


propriation backlogs were still within at least 7% of the 
total two years ago, while such 


1Q.’55 | 2Q.’65 | 3Q.’55 4Q.’55 | 1Q.’56 | 2Q.756 3 Q. 56 4Q.’°56 industries as transportation 

1Q.’56 | 2Q.’56 | 3Q.’56 4Q. 756 1Q.’57 | 2Q.’57 3 Q.’57 4 Q.’57 equipment, stone, clay and 

All might Ae... 64 64 47 23 12 -2 -11 -20 glass, fabricated metal prod- 
ie. 4. 22 7 -7 -15 -25 


plaemouie 25 19 


The drop in the durables’ backlogs has grown to a 
fourth, while the fall in nondurables was still less than 
for the hard-goods group. 

By year end, only the nonelectrical machinery and 
miscellaneous nondurables industries reported backlog 
levels higher than at the end of 1956 (see chart). Six 
industries reported backlogs lower by one sixth or less. 
Seven industries registered backlog declines of one 
fourth or more. 


At the 1955 Level 

Compared with year-end 1955, however, backlogs 
were off only fractionally. On this basis, the nonferrous 
metals, electrical and nonelectrical machinery, chemi- 


ucts, textiles and paper, reg- 
istered backlogs significantly 
lower than two years earlier. Nevertheless, backlogs in 
the nondurables sector as a whole were still up 8% 
over the year-end 1955 level. 


6 = 6 -14 


Still More Firms with Reduced Backlogs 

During the final quarter, the reporting companies re- 
duced their backlogs by $1.1 billion, more than twice 
the backlog decline of $0.5 billion in the last quarter of 
1956. The backlog cutback during the quarter was about 
the same for the two major groups—durables and non- 
durables. A year previously, the backlog decline for the 
durables group was considerably less in the final quarter; 
for nondurables, the backlog decline was about two 
thirds that experienced during the last quarter of 1957. 


Most Industries Appropriated Less Last Year 
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Based upon 499 reporting companies. See table 4 

1 |ncludes motor vehicles 

2 Includes lumber products, furniture and fixtures, instruments, ordnance, and miscellaneous manufactures 
3 Includes coal products 

“Includes apparel and related products, tobacco, leather and leather products, printing and publishing 
Source: The Conference Board 
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As in the case of new appropriations, examination of 
backlogs in terms of individual company behavior adds 
further perspective to the analysis. As before, the 499 
companies were classified into three categories: those 
with year-to-year increases; those with decreases; and 
those reporting no change. 


Percentage Distribution of the Number of Companies with Higher and Lower Backlogs 


8Q.’56 | 4Q.°56 


8Q.°55 | 4Q.°55 


All mfg 

(SUG eas Sai 61 53 
(owermerss 08 ca. ch 35 42 
No change............ 4 5 

Durables mfg. 
Piighor: sre). f45.8..1 60 54 

NR ce toieioiave be Sieteca.« aks 35 40 

Worchange 2.2 2. 252.4.... 

Nondurables mfg. 
Blipher: Se SF. 2584: 


Gwenn ..n ee ce. ois 


The diffusion of backlog changes parallels the findings 
in terms of dollars. The first backlog decline was evident 
in the second quarter. Also during that quarter, the 
number of companies reporting lower backlogs increased 
to more than 50%. The deepening of the backlog declines 
in the third and fourth quarters was associated with a 
continuing drop in the number of companies posting 
higher backlogs. 

Since the backlog decline was extended for both the 
durables and nondurables groups over the past two 
quarters, it is not surprising that the number of com- 
panies reporting lower backlogs was increasing over the 
same period. The number of concerns with higher ap- 
propriation backlogs than a year earlier was at the low 
point of the past eight quarterly comparisons. 

Similarly, with the deeper backlog decline of the most 
recent quarter came an increase in the net difference 
between the number of companies reporting higher and 
those with lower appropriation backlogs. 


Backlog Rates at Low Point 


With backlogs declining and spending holding up 
relatively better, the rate of backlogs at year end was 
lower than twelve months earlier, and in fact repre- 
sented the low point for the past twelve quarters. The 
rate of backlogs shows for how many quarters the ap- 
propriation backlog will last at the current rate of spend- 
ing or commitments. The decline in backlog rates repre- 
sents a continuation of a trend first evident in the fourth 
quarter of 1956. 

The decline in backlog rates has characterized both 
the hard-goods and the soft-goods groups (see chart). 
However, in the former sector, the electrical and non- 
electrical machinery, stone, clay and glass, fabricated 
metal products, and miscellaneous durables industries 
had backlog rates at least as high as at the end of 1956. 
In the soft-goods sector, on the other hand, only the oil 
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and miscellaneous nondurables groups had a backlog 
rate higher than a year earlier. 

The year-end backlog rates were also down compared 
with year-end 1955, both for the durables and nondur- 
ables sectors. Only four industries had rates higher than 
two years previous: electrical and nonelectrical machin- 
ery, and the two miscellaneous 
groups. 


2Q.’57 | 3Q.’57 


49.56 Capital Goods Prices 


2Q.’56 | 3Q.’56 


3 Since the appropriations re- 
61 ported by the quarterly survey 


43 37 


53 59 , 

4 4 7 are in current dollar terms, 

a cn a they should also be analyzed 

54 64 in relation to the trend of 
8 capital goods prices. During 
87 1957, the Bureau of Labor 
59 Statistics’ wholesale price in- 


4 


dex for producers’ finished 
goods for manufacturing has 
inched upward. From the first to the second quar- 
ter, the increase was just over one half of one per 
cent; from the second to the third, the rise was 1%; from 
the third to the fourth, a little more than 1%. Compared 
with the similar period of 1956, the increase has nar- 
rowed from almost 9% in the first quarter to 4% in the 
final quarter. In other words, the correction for changes 
in the value of the capital goods dollar was considerably 
less for the most recent quarter than it was earlier in 
the year. 


The Capacity Problem 


It is becoming generally recognized that an important 
influence affecting the rate of appropriations in recent 
quarters has been the growing problem of excess capa- 
city. According to the Department of Commerce- 
Securities and Exchange Commission survey, somewhat 
over one-half of manufacturers’ capital spending in 
recent years has represented further expansion of 
capacity and something under one-half has been for 
replacement and modernization. While the demand for 
replacement and modernization may continue to run 
high, the problem currently faced by the manufacturing 
sector is an increase in idle capacity or down time. 

The Federal Reserve Board has attempted to provide 
some measure of unused industrial capacity.1 These 
capacity figures can be associated with the correspond- 
ing components of the Federal Reserve’s industrial 
production index. During the fourth quarter, the rate of 
production for these components? was 136 (index num- 
ber, 1947-1949=100) or about 80% of the capacity 
index of 175 for January 1, 1958. For metals alone, the 


1See The Business Record, August, 1957, pp. 370-374 

2 The metals included by the Federal Reserve Board are pig iron, 
steel ingots, primary aluminum and refined copper. The textiles are 
cotton yarns and synthetic fibers and yarn. Also included in the total 
index are cement, wood pulp, paper, paperboard, petroleum products, 
coke, and five industrial chemicals 


Table 4: Capital Appropriations for Reporting Companies, 1955-1957, by Quarters 


Att MANUFACTURING 


Opening backlog facies 2 oe et cose ocinels 
Newly approved... <i... wsislisde coves dene 


Committed or Spent. oc. 56 oven 2 08> wateleiine 
Canceled 


Pr i 


[Capital expenditures................... 


Dvuras.e Goons INDUSTRIES 


Opening backlog. ............02eeceeeee 
Newly approved. <k.csaicda copes toss eae 
Committed or spent... ......ccccceeceees 
Canceled Titec a harcials ne ede a loh aaletaan ake 


Primary iron and steel 
Opening backlog tte .'.ccis shes oars 


Primary nonferrous metals 

Opening backlog Mie. 20x. Sos. A cect 
Newly approved wets oor toe sesh siete 
Committed or spent... .......00cccceeees 
Canceled Mam icnc se o5 xo ceca ete ARR AGRE 


Electrical machinery and equipment 

Opening backloge: sec sisesuii ee oc ays 
INeWlYsaDPloved asec sn ete tees eee nce 
Committed oriepents. me ath. oe ak ene 
Canceled Savi cincncle tas sorte gious oes 


Machinery, except electrical 

Opening*backlog se sasceenen ee eet 
Newly approved. ..............c0eeeeee 
Committed or spent= ties ..sian sens t cede 
Cancel 


ee eras 


[Capital expenditures................... 


Transportation equipment, including motor 
vehicles 

Openingibacklogy reece ee ne ete 

Newly'approved ory, 6 ahha ut. ck ae 

Committed on spent £1, - beni. oe< shade ce 

Canceled 


ee 2d 


Stone, clay and glass products 

Opening backlog @nwasen mean reemeere 
Newly approved hate cee 
Committed or spent.............0.00000- 
Canceled 


ee ed 


See eee ee ee eee eee ne 


Millions of dollars 


1955 1956 


First 
Quarter 


1957 


Second | Third 
Quarter | Quarter 


Fourth 
Quarter 


Second | Third | Fourth | First | Second | Third | Fourth 
Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter 
4,681 | 4,975 | 5,380 | 6,014 | 7,686 | 8,161 | 7,888 
1,999 | 2,038 | 2,617 | 3,515 | 2,708 | 1,920 | 2,244 
1,636 | 1,572 | 1,886 | 1,773 | 2,149 | 2,085 | 2,550 
78 62 107 70 89 99 172 
4,968 | 5,379 | 6,012 | 7,683 | 8,155 | 7,890 | 7,411 
1,409 | 1,415 | 1,809 | 1,468 | 1,985 | 2,033 | 2,591 
2,348 | 2,673 | 3,072 | 3,529 | 4,275 | 4,650 | 4,390 
1,078 | 1,154 | 1,486 | 1,654 | 1,479 748 | 1,284 
736 714 975 885 | 1,071 955 | 1,312 
20 25 58 o7 32 49 67 
2,672 | 3,088 | 3,525 | 4,271 | 4,648 | 4,387 | 4,291 
543 603 833 677 954 986 | 1,349 
965 | 1,168 | 1,229 | 1,552 | 1,774 | 1,855 | 1,718 
378 259 649 469 402 165 A479 
176 196 308 247 317 | 300 416 
(a) (a) 16 1 4 2 8 
1,168 | 1,231 | 1,552 | 1,773 | 1,855 | 1,718 | 1,772 
157 166 241 192 289 271 472 
937 267 393 409 552 903 842 
91 208 142 227 489 73 56 
64 76 122 78 130 134 157 
3 4 2 6 9 1 18 
267 395 410 551 903 841 729 
50 62 82 75 96 116 140 
345 353 389 405 496 518 550 
107 127 158 189 169 i61 288 
91 85 126 94 139 122 165 
7 8 20 5 7 6 20 
353 387 401 496 518 550 652 
78 83 122 70 117 132 174 
231 199 196 208 342 339 $17 
14 62 91 211 82 70 159 
101 61 70 76 85 89 148 
2 1 8 3 2 g g 
202 200 209 340 837 317 $19 
60 54 74 67 77 76 109 
228 $15 420 463 486 $87 348 
292 300 259 282 116 104 162 
201 187 210 249 208 188 167 
8 11 is) 10 v ff 10 
312 417 464 486 387 346 332 
92 124 157 150 201 213 Q27 
229 256 323 352 421 447 427 
95 146 111 161 141 122 61 
65 67 8&3 8&9 115 116 161 
1 1 1 2 2 22 3 
Q57 336 350 421 447 427 333 
62 72 102 80 119 116 135 
92 


1,204 | 1,180 | 1,279] 
1,894 | 1,805 | 1,565 
316 | 176| 217 
402 | 405| 437 
3| 12 6 
1,805 | 1,565 | 1,340 
425 | 430] 480] 
658 | 692] 584 
199 | 5 96 
157 | 180| 161 
7 5 19 
692 | 534| 459 
190} 188] 181] 
691 | 613] 621 
85 | 133 85 
132 | 124] 188 
92 | 1 21 
623 | 621] 547 
124} 1921] 159] 
430 | 415 | 385 
122} 50| 87 
119| 8i| 105 
17 g 9 
416 | 383] 357 
106 | 125] 146] 
353 | 320| 247 
116| 44] 59 
144} 104 | 100 
ae Ce eee 
820 | 247] 191 
166} 133] 138] 
332 | 288| 252 
79 64 63 
218 |eceganee oF 
6 6| 18 
289 | 252] 207 
114] 110] 103] 
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Table 4: Capital Appropriations for Reporting Companies, 1955-1957, by Quarters—continued 


Millions of dollars 


1955 1956 1957 


First | Second | Third | Fourth | First | Second | Third | Fourth | First | Second | Third | Fourth 
Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter uartes Ouaster 


Fabricated metal products 


pening backlogacos.. ).s Js cce<h lene 25 48 47 59 85 132 124 105 73 106 86 67 
Newly BDPLOVEC Gus aa inne teens 6 rebate: 47 14 $1 53 73 30 18 33 69 20 14 32 
Committed or SPER, cea yal s wrensteesrasis cae ote os 22 16 20 26 27 36 29 65 37 39 383 36 
Canceled Pee ee ee ee (a) (a) (a) 2 (a) (a) 6 1 1 (a) (a) 10 
Closing backlopeens se ect erotic e. 49 47 59 85 131 124 105 13 106 86 67 55 
[Capital expenditures................... 26 20 19 25 Q1 29 82 48 35 46 39 38] 


Newly BPPEOVECH cairo ioe BL Git aoe ne make 38 QT Q1 23 43 50 35 46 42 32 20 45 
DEAMAERCOT BDENE SG a2 x Gaile cca eho cas « 22 23 23 30 25 42 27, 43 Bh 82 30 3h 
Canceled 5S REESE Oy OID AAR wen 1 1 (a) 4 1 ef 1 4 1 1 1 5 
Rb loning packlogune co 4 css foie eas. 63 66 64 54 12 79 84 79 87 84 72 15 
[Capital expenditures................... 20 24 24 29 22 26 29 44 29 33 33 34] 
NonDURABLE Goops INDUSTRIES 
Ripening packlog tee. ccc a. sso os.cn asta 1,754 | 2,833 | 2,303 | 2,308 | 2,485 | 8,411 | 3,510 | 3,498 | 3,158 | 4,061 | 3,717 | 3,299 
Newly. BD PTOV EU oh erias Poe so «ov ae Oe 1,379 921 884 | 1,131 | 1,861 | 1,224 | 1,172 959 | 2,080 976 785 824 
OME OPTS DONE airs. oi Senate es cet k 742 900 859 911 888 | 1,078 | 1,130 | 1,238 | 1,096 | 1,241 | 1,165 | 1,231 
Canceled RRR carci ctx isapava abate vere witere ‘sa eterst 6. 58 37 49 57 50 106 49 98 39 186 
MU MOSMAN GR CDOS) oe ar oyavere <aye.a sce cicyove «4 is 2,334 | 2,296 | 2,291 | 2,488 | 3,412 | 3,507 | 3,503 | 3,120 | 4,066 | 3,716 | 3,303 | 2,698 
{Capital expenditures................... 635 866 812 976 791 | 1,031 | 1,047 | 1,242 | 1,000 | 1,211 | 1,231 | 1,317] 
Food and beverages 
ening backlogs: secs socio eae one eee 157 166 143 151 176 202 204 172 170 183 161 173 
Mewivapprovedecs oi. ./hcwe Mes ila 67 48 63 14 82 4 39 73 86 52 81 58 
ee OTLB TIONL « roles: « i, ae sfayeioitia, fo aso siete 50 67 55 46 54 68 68 72 70 72 68 69 
SPOS R ay iN NN A I RIS Mel 2 8 2 4 2 2 2 2 10 
MAORI DACKIOM ge ooh cscs eee es fees 172 144 150 174 202 206 170 170 183 160 173 151 
[Capital expenditures. ............00000: 49 55 55 52 47 67 74 78 65 78 75 70) 
Teztile mill products 
Upening backlog ic): < uae. Ses sec be ceases 66 89 115 127 116 170 157 141 115 103 89 71 
Newly ADproved...<5 .sov now ws ele eepos ies 61 55 40 33 95 36 34 23 37 29 Q2 92 
HEIRINLEL WIE TS DONE Te cee ae cis'e te atzere os © 25 31 37 43 39 50 50 47 45 42 38 s 
Mlinncled gear. othe. Fee cadet ds cae eins ot Lk 1 1 1 2 2 1 a 2 i 2 
SORT ACKIOP acters as Gis oats «ee, eaten Ss 88 111 116 117 170 154 140 116 106 89 71 56 
[Gapital expenditures... . cnc ccceers ree 19 26 33 39 38 45 49 57 40 42 40 41] 
Paper and allied products 
Ripert DACKIOR cic oie ois acs ajele ee «310 0:0:0 aie 179 224 247 320 385 485 486 460 439 465 375 312 
INGWIVsADDTOVEd.). che nc-peetoc leone serie 93 94 126 145 189 89 121 74 128 42 46 78 
OTALLOD, OF EDEN 2 dad's le eiaks 61a eka «Bele 09" 48 68 67 78 8&9 a 147 112 97 se ig a 
MOR CCLE ER a ease nip Faseghingh min wines’. * 1 7 2 2 1 a) il 8 
WIOSIN DY DACKLON Se tea ci tears 142 «le neo ose 225 Q44 304 385 484 486 459 420 465 875 313 284 
[Capital expenditures...............0065 45 57 62 83 13 100 107 120 100 120 112 114] 
Chemicals and allied products 
Opening backlog. a hy Cay eS CoC OCMC aed 521 519 560 586 769 924 | 1,100 | 1,855 | 1,378 | 1,608 | 1,549 | 1,421 
Ne WivatDPrOVed en, 06a cbaloiove ered toca s\era\s hic 149 192 198 366 343 425 524 323 478 313 239 234 
CONUTITEED ONE DENG 3 iaioijale fue (6 s:000\0,5.5 015169 134 143 156 178 177 235 ee 294 oe a bd a 
ORCC Sere ict itare ade oe + ls feud. 004 0 oa 85's, '0rs 18 9 4 5 11 13 1 28 
MOLOSITISHACKIO® nites ciold) sais eho cle bie Selaiodio.s 516 559 597 770 924 | 1,101 | 1,360 | 1,357 | 1,610 | 1,548 | 1,425 | 1,211 
[Capital expenditures. .............22+6- 129 143 143 192 176 229 934 292 Q47 327 365 422] 
Petroleum and coal products 
Coens Lon ede JGtac tig aa DS IPON AO 764 | 1,249 | 1,150 | 1,022 917 | 1,445 | 1,381 | 1,205 909 | 1,531 | 1,866 | 1,151 
Newly approved. cscsc..cscleccesedsonss 961 478 396 435 | 1,040 535 409 407 | 1,263 466 331 385 
Committed or Spent. ccc cccciccsccccccens 456 546 601 505 482 572 5565 Bs se e : or oo 
CA HCEL EU ee woo ia rosie etacais aisoun te toys hl Sei iss, «> 18 82 25 36 25 36 28 
Closing PACK etre each has vides ok SiaEL ouaze 1,249 | 1,150 | 1,019 925 | 1,447 | 1,378 | 1,208 911 | 1,530 | 1,367 | 1,150 856 
[Capital expenditures.................-- 364 540 480 553 416 532 531 623 491 579 572 601] 
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Table 4: Capital Appropriations for Reporting Companies, 1955-1957, by Quarters—continued 


Millions of dollars 


ee 


1955 


Rubber products 
Opening backlog 3...4.aea cs ee oevoceaesteree 
Newlysapproved(. ..4-aijesictrsteiete ate cloeialsloe 
Committed or spent... 2... 62. sses sce ceoes 
Canceled Bee seer ek Prensa pelh) oidis Wits eiaVens 


[Capital expenditures................... 


Other nondurable goods industries* 
Openingibacklog saccmc cs Sete eracieele 
INewlyjapproved 2... 2:0 s-- aemeese ce cee ss 

Committed or spent ©... 3.» «asc sntee = « 

(TIE ER ee stn Acre tee SoS ORG EG CID 


CY at) Cr ti ar Se Jel ec ee Yet Ti) Oa ar J 


First | Second | Third | Fourth | First | Second | Third | Fourth | First 
Quariee Guaties Quarter | Quarter | Quarter | Quarter | Quarter | Quarter Quarter 


1956 1957 


Second | Third | Fourth 
Quarter | Quarter | Quarter 


114 168 163 147 129 143 153 135 
92 49 36 48 63 63 41 39 
36 61 61 64 44 61 68 60 

2 3 2 3 6 1 

168 163 147 129 143 153 


8107 19 19 18} 2| | 36 
20| 15 11 11 23 10] 24 8 
104) Ris4eory 11 Tes paateae in) “8 
@| @| @ i 1| (a (a)| (@) 


Based aon 499 Square Industry totals may not add up because of rounding. Opening backlog is defined as approved capital appropriations outstanding at beginning of 


quarter. Closing back 


log is defined as approved capital appropriations outstanding at end of quarter 


1 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 


2 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


production index in the final quarter was 126, compared 
with the corresponding capacity index of 173, or less 
than 75%. A significant part of the recent production de- 
clines is attributable not only to inventory cutbacks 


Number of Quarters of Commitments or Expenditures Repre- 
sented by Outstanding Appropriations at the End of the 
Quarter 


1957 
Ist 2nd an 4th 


1955 
Ist 2nd 8rd 4th 
» @ Q. @Q. 


Q Qa Q Q 
All mfg.....} 3.6 3.0 3.4 3.2 4.1 3.4 3.2 2.5 
Durables. .| 4.2 3.6 4.3 3.6 4.4 3.8 3.6 3.0 
Nondur....| 3.1 2.6 2.7 2.7 3.7 83.0 2.8 2.2 


but also to the greater capacity of industry to produce 
for market rather than to order. Alexander Sachs has 
recently stated that the emergence of excess capacity 
makes possible or compels lower inventory-sales ratios. 
These comparisons highlight some of the factors condi- 
tioning the decisions of the nation’s boards of directors 
as they currently consider appropriating for further 
expansion. 


Summary and Outlook 


This fourth-quarter survey has produced clear evi- 
dence not only that the decline in capital spending has 
already begun but that it will accelerate. The magnitude 
of the appropriation declines thus far registered fore- 
shadows a more severe spending drop in 1958 than has 
thus far been experienced. 

The initial storm warnings, furnished by the appro- 
priations survey as early as last September, of a prospec- 
tive decline in capital spending have proved to be 
correct. The first decline occurred in durables appropria- 


(c) Less than $500,000 Source: Tue CONFERENCE Boarp 


tions during the third quarter of 1956. At the end of that 
quarter, the backlog rate was 4.6 quarters. Five quarters 
later, capital spending by durables manufacturers 
turned down. 

For nondurables, the foreshadowing of the recent 
decline in capital-goods spending was obscured by the 
sharp rise (largely in oils) in the adjusted rate of ap- 
propriations during the first quarter of last year. The 
first drop, which was subsequently sustained, thus oc- 
curred in the second quarter of last year, at which time 
the backlog rate for the sofi-goods group was three 
quarters. Capital spending, however, declined two 
quarters later. The magnitude of the cancellations re- 
ported by the nondurables group in the fourth quarter, 
suggests that some of the earlier appropriations were not 
carried through. 

Backlogs are still as high as they were at the begin- 
ning of 1956, so that manufacturers’ capital spending 
this year might well be higher than during 1955. How- 
ever, backlogs are being used up, with spending sliding 
off only gradually. The seasonally adjusted backlog 
change in the fourth quarter was less than the sharp 
decline during the previous quarter for total manufac- 
turing, as well as the two main components. This sug- 
gests some deceleration in the rate at which the backlogs 
are being expired. 

The rise in cancellations during the fourth quarter, 
considerably greater than seasonal, more than balanced 
the decline in cancellations that had occurred during 
the previous quarter. If the second half is compared 
with the first half, however, the rise in cancellations 
assumes more moderate dimensions. Furthermore, the 
most recent rate of cancellations represents only a small 
fraction of the outstanding backlog of approved ap- 
propriations. 
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The size and widespread character of the continuing 
decline in appropriations of the past three quarters does 
not suggest any turn-about in the immediate future. On 
the basis of past performance in postwar capital spend- 
ing cycles, once a decline in capital spending sets in, the 
duration of the decline is measured in terms of a year or 
more rather than in months. 


Does the fact that the seasonally adjusted rate of new 
appropriation approvals did not decline any further in 
the latest quarter mean that the appropriation decline 
has been halted? Clearly, two quarters do not make a 
trend. Even if the adjusted rate in succeeding quarters 
were to continue at the level of the second half of last 
year, the capital spending decline foreshadowed by the 
appropriation series would be considerable. 

It is noteworthy that appropriations were still being 
approved at the same rate as in the third quarter, de- 
spite the fact that production fell off in the last quarter 
of 1957, and profits declined sharply. Only a handful of 
companies that have appropriated regularly in pre- 
ceding quarters failed to appropriate in the fourth 
quarter of 1957. 

What effect further declines in production, and pos- 
sibly profits, in the first quarter of this year will have 
on the current rate of appropriation approvals remains 
to be seen. The results of our next quarterly survey, 
then, will provide much needed evidence as to whether 
or not the trough in appropriations has been reached. 

Finally, it must be continually emphasized that the 
* capital appropriations survey relates only to the manu- 
facturing sector. Other sectors of American business, 
particularly the utilities, still report that their capital 
spending will hold up in 1958 and will not follow the 
downward course indicated for the manufacturing 
sector. 

Morris CoHen 
Martin R. GAInsBRUGH 
Office of the Chief Economist 


Business Forecasts 


General 


A. W. Zelomek, president of the International Statistics 
Bureau (as reported in The Journal of Commerce, February 25) 
—<“The greatest portion of the current decline in the general 
business trend has been seen, even though there is very little 
likelihood of an immediate sharp upturn... . 

“He [Mr. Zelomek] pointed out that the low in general busi- 
ness may even be seen in the first quarter, and if there should 
be any further decline in the second quarter it would be 
nominal, based on gross national product (business, consumer 
and government spending) and production. 

“However, unemployment will increase slightly further 
before stabilizing and turning down moderately in the second 
half of the year. 
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“The upturn in the latter part of 1958 will be less marked 
than in 1954 or 1949.” 


Food 


The Journal of Commerce (February 26)—“Domestic de- 
mand for food this year is expected to continue about the same 
as last year, according to the Department of Agricultural 
Marketing Service. 

“In a review of the national food situation, the agency said 
that supplies will be close to the high 1957 level and per 
capita consumption will be about the same. Retail food prices, 
the department said, are expected to average near those of 
1957, reflecting the strong demand for food and a small in- 
crease in marketing margins. 

“Although consumers are likely to have about as much food 
per person as last year, some commodity shifts are seen in 
prospect. Meat consumption is expected to be slightly below 
the 1957 rate, with the moderate increase in prospect for pork 
a little more than offset by a small reduction for other classes 
of meat... . 

“Consumption of dairy products is expected to at least 
equal the 1957 over-all rate. Consumption of fresh citrus and 
frozen orange juice will be lower this year, the department 
said, because of reduced supplies, but the rate for the other 
processed fruits will run about the same as in 1957. 

“Little change from last year is also likely for processed 
vegetables and food fats and oils. The downtrend in consump- 
tion of cereal products is expected to continue.” 


Leather and Leather Goods 


Irving Glass, executive vice president, Tanners’ Council of 
America (as reported in The Journal of Commerce, February 
26)—“‘Shoe and leather industries are not anticipating any 
setback during 1958... . 

“Shoe volume at retail in January remained high,’ he said, 
‘contrasting with slumping sales in many durable lines.’ 
Leather products, judging from the previous postwar reces- 
sions, do not hinge on reports from Pittsburgh or Detroit. 
Consumers’ purchasing power for shoes ‘will not necessarily 
be impaired in 1958.’ ... 

“Trade sources see underlying strength in the jeather and 
hides market, and predict a sharp upturn in buying in the near 
future. Generally depleted inventories are typical throughout 
the industry, and signs point to increased sales volume.” 


Freight Cars 


The Iron Age (February 20)—“The freight car building 
industry, a bulwark of the steel market last year, is facing a 
famine in new orders. A year ago, car builders’ backlogs totaled 
117,257 cars. Right now it is less than 56,000. 

“The backlogs were a carry-over from 1955 when a record 
163,033 new cars were ordered by the railroads. By compari- 
son, only 39,994 cars were ordered in 1956, while in 1957 the 
total was 42,051. 

“To steel mills who usually count on freight car builders to 
consume about 3% of total domestic steel shipments, a drop- 
off in this market is hurting. Car builders, when they are 
working, buy large tonnages of plates, bars, sheets, and forg- 
ings. Last year this tonnage totaled 2.7 million, including that 
used for freight and passenger cars and locomotives. 

“With few new orders coming in, car builders are using up 
their steel inventories and are preparing to ride out the lean 
days ahead. .. .” 


JOBLESS PAY OFFSETS TO WAGE DECLINES 


tial offset to loss in earned labor income is again 
being put to the test. However one describes the 
current period—readjustment, contraction, recession, 
depression—the fact is that private payrolls have been 
dropping since August. And, concurrently, unemploy- 
ment benefit payments have been on the rise. 
According to the National Bureau of Economic Re- 
search, the United States economy has gone through 
twenty-four complete business cycles in the past cen- 
tury and is currently moving toward the bottom of 
cycle no. 25. But it was not until 1939 that all states 
were paying unemployment benefits, so such payments 
could have been a compensatory factor in only the three 


Tes VALUE of unemployment benefits as a par- 


Two Measures of Recession-caused Benefits 
Actual amounts in millions of dollars 


Peak to Peak to 
Peak to Initial Peak to Initial 
Item Trough, Peak Level, Trough, Peak Level, 
Sept. 1948- | Sept. 1948- | July, 1953- | July, 1953- 
Oct. 1949 | April, 1950 | Aug., 1954 | Jan. 1955 
Cumulative loss in pri- 
vate payrolls...... $4,920 $7,354 $4,798 $5,913 
Cumulative excess 
benefits to unem- 
ployed............ 832 1,504 1,079 1,765 
Unemployment in- 
SUTANCE sie. steise c00s 776 1,035 1,668 
General assistance. . 56 44 97 
Excess benefits as % of 
payroll loss........ 16.9 22.5 29.8 
Unemployment in- 
SUITanCe ome rantcct 15.8 21.6 28.2 
General assistance. . 1.1 0.9 1.6 


Sources: Department of Commerce; National Bureau of Economic Research; 
Social Security Administration; Taz ConrERENCcE Boarp 


postwar recessions— 1945-1946; 1948-1949; and 1953- 
1954. The 1945-1946 dip was the product of conversion 
from wartime to peacetime activity and was cyclically 
atypical. In the 1948-1949 and 1953-1954 recessions, 
the relationship of unemployment benefits to wage 
losses may provide some idea of the significance of 
benefits to consumer income in the months ahead. 

The trend of private payrolls in those two recessions 
can be seen in the lower lines of the two panels in the 
accompanying chart. From a peak level of almost $10 
billion (seasonally adjusted) in September, 1948, wages 
and salaries in private industry fell to a low of $9.3 
billion in October, 1949. By May, 1950, the level of the 
initial peak had been exceeded. In the 1953-1954 
recession, private payrolls were at a peak of $13.8 
billion (seasonally adjusted) in July, 1953, from which 
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they dropped to a low of $13.3 billion in August, 1954. 
By February, 1955, a new peak had been established. 

While both periods have been classified as “baby 
recessions,” the chart indicates a considerably sharper 
contraction in private payrolls in 1948-1949 than in 
1953-1954. The relative decline from the peak month 
to the low month was 6.8% in the earlier period, and 
only 3.8% in the later period. How much bolstering, in 
each of the two periods, did the benefits payable by the 
state and railroad unemployment insurance systems 
and the state assistance programs give to declining 
private payrolls? Clearly, a much larger part of the loss 
was replaced by benefits in the milder 1953-1954 re- 
cession than in that of 1948-1949. (See chart.) 

What was the cumulative loss in wages and the cumu- 
lative gain in unemployment benefit payments from 
each period’s peak to low point and from each peak back 
to peak again? In 1953-1954, the increase in benefit 
payments offset 22% of the decline in wages, as against 
only 17% in the 1948-1949 recession. For the longer 
period from peak back to peak, the offset was 30% in 
1953-1954, as against 20% in 1948-1949. (See table.) 


SOME RELATIONSHIPS 


Do these facts have any significance for the present 
period? First, have changes been adopted that might 
affect the offset potential of benefits? Has coverage been 
extended, have benefit amounts and payment periods 
been increased, has the waiting period been lengthened 
or shortened? Conclusions based on the earlier recessions 
would be valid only if the relationship of earnings to 
benefits then and now are roughly similar. Trends in 
average benefit amounts to unemployed workers and 
trends in average earnings of employed workers can be 
compared by estimating what the offset of benefit pay- 
ments would have been in 1948-1949 and 1953-1954 at 
current wage and benefit levels. The resulting differ- 
ences are almost too small to mention, since average 
benefit amounts and average covered wages show 
similar relative increases.! Thus the average weekly 
benefit was a little more than 35% of the average weekly 
covered wage in 1948-1949, was about 33% in 1953- 
1954, and is about 34% today. 

About 1}4 million additional workers in private in- 
dustry were brought under the state unemployment in- 
surance systems in January, 1956, as a result of the ex- 

1 A review of changes in maximum benefit amount and duration 
provisions in the state laws since 1953 was published in “Unemploy- 


ment Insurance Benefits Today,” in The Conference Board Business 
Record, December, 1957, pp. 566-7 
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Benefit Payments and Payrolls in Two Recessions 


In billions, seasonally adjusted 


SEPTEMBER 1948 - APRIL 1950 $10.2 


10.0 LEVEL OF PEAK IN PRIVATE PAYROLLS 10.0: 


PAYROLLS PLUS” 
RECESSION-CAUSED @ 
8.6 BENEFITS* ‘OFFSET = 


9.4 9.4 
PRIVATE 
PAYROLLS 
9.2 
SEPT. JAN. JULY JAN. pee 


1948 1949 1949 1950 1950 


$14.0 JULY 1953 - JANUARY 1955 $14.0 


LEVEL OF PEAK IN PRIVATE PAYROLLS 


13.8 
13.6 
RECESSION-CAU SED 
BENEFITS “ 
13.4 13.4 
PRIVATE 
PAYROLLS 
13.24V 13.2 
JULY JAN. JULY JAN. 
1953 1954 1954 1955 


4 Recession-caused benefits are defined as monthly state and railroad unemployment insurance benefits and general assistance payments In excess of the total of these outlays in September 
1948, for the upper panel and July, 1953, for the lower panel. 
Sources: Department of Commerce; Social Security Administration; National Bureau of Economic Research; The Conference Board 


pansion of coverage of the federal unemployment tax to potentially more persons can collect benefits today. In 
firms with four to seven employees. (Prior to that date December, 1957, the insured unemployed represented 
only firms with eight or more employees had _ been 60% of the total number of persons unemployed; four 


covered by the federal law.') This extension means that months following both the September, 1948, and the 
July, 1953, peaks, the comparable proportion was 55%. 


1 Coverage was also extended in January, 1955, to about 244 million : . 
federal employees, but this fact is not pertinent to the present discus- Thus far in the current downswing, namely from 
sion which is limited to loss in private payrolls (Continued on page 115) 
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Capital Invested Per Production Worker 


N ERAGE capital investment! per production worker 
rose to an estimated $16,000 at the middle of 1957. 
The Conference Board series based upon Internal 
Revenue income statistics is available on an industry 
basis only through 1954. More recent estimates have 
been made, however, of per worker capital investment 
in all manufacturing, based upon data from the Federal 
Trade Commission and Securities and Exchange Com- 
mission. The following table contains these estimates 
and the previous data: 


Year Dollars 
1948 8,815 
1949 9,718 
1950 10,423 
1951 11,134 
1952 11,896 
1953 11,697 
1954 13,157 
1955 13,600e 
1956 15,400e 
1957 (first half) 16,000e 
e Estimated 


The 1957 increase would amount to $1,200 if con- 
verted to an annual basis and therefore ranks third in 
recorded annual increases. The estimated gain of $1,800 
made between 1955 and 1956, and the increase of nearly 
$1,500 between 1953 and 1954 were the two highest 
increases ever recorded since the current series began 
in 1939. When the factors (changes in aggregate invest- 
ment and number of production workers) causing these 
gains are compared, however, marked differences are 
apparent. The large increase between 1955 and 1956 
resulted from an estimated 14% rise in investment, 
offset slightly by a 1% gain in the number of production 
workers. By contrast, the 1953-1954 increment resulted 
mainly from a sharp drop (9%) in the working force, 
aided by a small increase (2%) in total investment. The 
estimated gain during 1957 appears to be the effect of a 
moderate rise (7%) in investment and a decline of nearly 
2% in the number of workers. 


Industry Variation 


The industries with the largest investment per pro- 
duction worker as shown by the 1954 data, the latest 
available, were still petroleum, tobacco, and chemicals. 
The apparel, leather, lumber, and furniture and fixtures 


1 Capital investment is defined as total assets, less investments in 
government obligations and securities in other corporations. Assets 
are figured at book value, and so do not reflect replacement cost. 
Fixed plant and equipment is included in the total at net values; 
that is, accrued depreciation is deducted from the gross cost of such 
assets 
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industries were those which were far below the all- 
industry average. ; 

Aggregate capital investment rose to $167.7 billion in 
1954, a gain of slightly over $4 billion above the previous 
year’s total. This represented the smallest yearly incre- 
ment since 1949. The petroleum industry accounted for 
over four fifths of the yearly gain. Moderate gains were 
recorded in the chemical, paper, and food industries. All 
six groups included in metal products and processing 
and both groups in the miscellaneous manufacturing 
category experienced declines in the total volume of 
investment. 

Despite the relatively small rise in total capital in- 
vested in 1954, the sharp decline in the number of 
production workers in nearly all industries resulted in an 
increase in per worker capital investment between 1953 
and 1954 for twenty of the twenty-one industries used 
in the Board’s series. Only the “‘other manufacturing” 
segment suffered a mild decrease. The largest percentage 
gain noted was in the motor vehicle group, which 
jumped 22% after experiencing a sharp drop between 
1952 and 1953. Three industries—furniture and fixtures, 
petroleum, and fabricated metal products—advanced 
more than 15%. Seven other groups added between 10% 
and 15% to their capital invested per production worker. 
All groups combined showed an increase of nearly 138% 
between 1953 and 1954. 


Five Industries with Continuous Rise 


Since 1948, only five industries have had a continuous 
rise in per worker capital investment—tobacco; printing 
and publishing; petroleum; stone, clay and glass; and 
nonelectrical machinery. All other groups declined at 
least once during the six-year period, most of the de- 
creases occurring in 1953. The largest gains made during 
this time span were recorded in motor vehicles, instru- 
ments, and primary metals, all three increasing slightly 
over 70%.°Three additional groups—stone, clay and 
glass, petroleum, and rubber—registered rises ranging 
between 60% and 70%. At the other end, the smallest 
expansions were in the leather and apparel industries 
which grew 16% and 12% respectively. 

The petroleum figure still overstates per worker in- 
vestment, although an attempt was made to overcome 
this shortcoming. The “petroleum and coal products” 
industry listed in the Statistics of Income contains data 
for the “manufacturing” section of the petroleum indus- 
try. A corporation is classified and assigned to an 
industry on the basis of the products accounting for the 
largest part of its sales. However, because companies 
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Industry Averages for Years 1951 through 1954 


Total Capital Invested (Millions of Dollars) 
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Capital Invested per Production Worker (Dollars) 
ee 


1953 1952 1951 1954 1953 1952 1951 
18,834 19,038 18,806 16,180 15,296 15,429 15,155 
16,055 16,327 16,166 14,992 14,131 14,357 14,112 

2,779 2,711 2,640 30,009 29,219 28,037 27,674 
11,278 11,445 11,904 5,690 5,142 5,262 5,308 

7,737 7,812 8,289 8,009 7,097 7,098 7,056 

3,540 3,634 3,615 8,523 3,210 3,381 3,385 

5,590 5,810 5,663 6,255 5,491 5,650 5,244 

3,944 4,144 4,097 6,346 5,651 5,763 5,327 

1,645 1,666 1,566 6,056 5,143 5,388 5,040 

5,357 5,194 5,005 13,340 12,124 12,341 11,529 

5,009 4,846 4,651 10,194 9,774 9,682 9,388 
13,016 12,711 12,130 25,479 23,558 23,675 22,638 


Industry 
1954 

Food, beverages and tobacco. ............c0cccceceee 19,367 
iNoodiand beverages) tec oon chucks hones 16,525 
Tobacco manufactures. ...........0.00ceceeeeceees 2,842 
Textiles and their products..............0ceeceeeeeee 11,494 
shextile-milliproducts. 2). cciee ses Geo ee wesc veh s eas 7,816 
Apparel and products made from fabrics............ 3,678 
Lumber, wood products, and furniture and fixtures. .... 5,804 
Lumber and wood products..............0cceeeeee 4,041 
iemitire end fixtures «F<. ats, csereyeraive bravelo susietsrace-aed « +'e « 1,763 
Paper‘and allied products. «cos. oo o0 se ses cae oe es 5,867 
Printing, publishing and allied industries.............. 5,255 
Chemicals and allied products...............0000000 13,550 

Petroleum (includes extraction and pipeline 
FLATIADOPCA LONI ee < Fete hia, cles Saisisfe sins cho kee 30,095 
ubber products: at: s- betiss cc's cs cehis adicas be oats 2,626 
eAtReEraNONDrOocuctss ck ames crocs coccccaesste ees 1,857 
Stone, clay, and glass products..............2e00000- 4,712 
Metal products and processes.........0-e0eeeeeeeeeee 61,870 
Primary metal industries...............000.eeeeees 15,563 
Fabricated metal products (includes ordnance)....... 8,041 
Machinery, except electrical. .............2.ceeeeee 14,607 
Electrical machinery and equipment................ 7,750 
Transportation equipment. ............cceeeeeeees 6,098 
Motor vehicles and equipment...............2-200: 9,811 
Miscellaneous manufacturing. ...............0eeee ees 5,660 
Instruments and related products................-. 2,396 
SCPE Cre Li OTT ee Pe oe eon ce arcs niece elec scge sae 3,264 
WOtGh MANU ACLUTING scenes cc oe dss doe pe eee TR Se oss 167,657 


26,818 25,524 23,640 90,921 78,553 75,988 70,147 
2,615 2,565 2,288 13,579 11,861 12,114 10,752 
1,357 1,425 1,408 4,106 3,914 4,160 4,155 
4,399 3,922 3,787 10,915 9,561 8,760 7,987 


63,324 60,317 53,677 11,858 10,532 11,052 10,115 
15,656 14,695 12,852 15,765 13,842 14,080 11,342 
8,092 7,561 7,329 8,387 7,288 7,696 7,834 
14,902 14,464 13,532 12,685 11,435 11,301 10,840 
8,641 8,199 6,932 9,779 9,341 10,031 9,012 
6,165 5,711 4,643 8,673 7,946 8,279 9,060 
9,869 9,686 8,389 15,713 12,866 15,032 11,850 


6,025 5,387 5,165 9,323 9,169 8,896 8,530 
2,450 2,292 2,050 10,639 10,054 10,074 9,467 
3,575 3,095 3,115 8,548 8,648 8,187 8,009 


163,621 158,185 148,128 13,157 11,697 11,896 11,134 


Note: Capital invested is total assets, less investments in government obligations and securities of other corporations 
Sources: Treasury Department; Bureau of Labor Statistics; Interstate Commerce Commission; Taz ConFrRENcE Boarp 


within the petroleum industry are vertically integrated 
to a greater extent than in other industries, assets of 
nonmanufacturing operations such as mining, market- 
ing, and transportation are also included. In an attempt 
to rectify this situation, the sections of the industry for 
which there were available data—mining, manufactur- 
ing, and pipeline transportation—were combined to ob- 
tain one figure. Marketing and other transportation 
were included only to the extent that such assets were 
reported in the consolidated statements of producing 


and refining companies. The number of production 
workers included those in manufacturing, mining, and 
oil pipeline transportation. Since capital invested in 
marketing and transportation other than pipelines is 
included to an unknown extent but the employment 
relating to that investment is not, capital investment 
per production worker is still overstated to a degree. 


HERBERT J. WEINBERGER 
Division of Consumer Economics 
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Richard D. Irwin, Inc., Homewood, Illinois, 1957, 807 pages. 
$14.50. 


SELECTED BUSINESS INDICATORS 


1958 1957 
Chartbook Unit 


can January ~ | December | November | January 


Industrial production 
Total 1947-49 =100 S$ 
5 Durables manufacturing 1947-49=100 S 
Nondurables manufacturing 1947-49=100 S 


Wholesale prices 
1 1 All commodities 1947-49 = 100 
Farm commodities 1947-49 = 100 
Industrial commodities 1947-49 = 100 


Consumer prices 
All items (NICB).... 1953 = 100 
13 Food (NICB)2 2) ssecss. 32> Estes vod kgop ieee sey 1953 = 100 
All items (BLS) 1947-49 = 100 
Food (BLS) 1947-49 = 100 


Prices received and paid by farmers 
1 5 Prices received 1910-14=100 
Prices paid? 1910-14=100 
Parity ratio* 1910-14=100 


Employment and unemployment (Census)* 
Total labor force Thousand persons 
17 ivili Thousand persons 
Civilian employment Thousand persons 
Nonfarm employment Thousand persons 
Unemployment Thousand persons 


Nonfarm employment (BLS) 
Total seed cee elena awe wears Bice s Bleue sate eee eis Thousand persons S$ 752,218 
19 Employees in manufacturing Thousand persons S$ , 716,463 
Employees in nonmanufacturing Thousand persons S 735,755 
Production workers in durables manufacturing Thousand persons S r 7,258 
Production workers in nondurables manufacturing. .| Thousand persons S FD sao 


Average work week 
91 All manufacturing 
Durables manufacturing 
Nondurables manufacturing......... 


Average hourly earnings 
23 All manufacturing.......... Riaie, srateysqbienwieecoleivieiels ors Dollars 
Durables manufacturing............. a ASO Dollars 
Nondurables manufacturing Dollars 


Average weekly earnings 
25 All manufacturing: 9.6 <.....- a iwibvave CnC els Cie Ari eat Dollars r 82.74 82.92 
Durables manufacturing..... on Dollars r 88.93 88.93 
Nondurables manufacturing Dollars r 74.88 r 74.50 


Personal income 
27 Total! . Billion dollars S A : r 343.6 vr 346.2 
Labor income®..... Saat rh Bum Chea teu’ Billion dollars S A : 246.8 247.5 
Other income Billion dollars S A : r 103.6 7105.5 


Instalment credit 
31 Extensions. 4 Million dollars S n.d. r 3,637 3,559 
Repa ments. . Pils «cathe ceied cements AMCs Mekses Million dollars S n.d. r 3,498 3,394 
Instalment credit outstanding. Million dollars n.d. 734,127 33,596 31. 827b 


New construction 
37 BL OUALT istanereleaetere c sisrereie.tis the, cuetescererese senete oie rate a Million dollars S A 48,468 48,612 48,516 47,064 
Total private Million dollars S A 33,348 34,248 34,116 32,832 
Private nonfarm residential...........  iehatate cht aerate Million dollars S A 16,584 17,328 17,208 16,932 


Business sales and inventories 
Total inventories ay Million dollars S$ a. 90,800 791,000 
Total sales. ... : , Million dollars S : 54,500 754,700 aehie 
39 i 3 ‘ Million dollars S a. 53,573 753,871 52.2955 
Manufacturing sales..... Million dollars S a. 26,684 727,221 28.8465 
Retail inventories....... Million dollars S$ a. 24,480 724,330 23,8606 
Retail sales Million dollars S a, 16,855 116,562 16,3406 
Retail trade: Durable goods stores acc) 
Inventories.......... etslaleneupnetsis Sse etre ah Roca ....] Million dollars S$ a. 11,420 711,210 
41 Million dollars S ta. 5,588 5,606 elas 
* 3 2.04 2.00 1.846 
Retail trade: penduste goods stores a 
Inventories..... ae Nev eialoreieietslaen’ ojsie ...-| Million dollars § a. 13,060 713,120 1 
43 38 Million dellarasS ‘a, 11,266 | 710.956 10/5206 
Inventory-Sales ratio sail. «hs sues, Mn al Byte sis * i, 1.16 1.20 1.255 


-_ 


Durables mfg.: Sales and inventories 


Inventories piavers seeeeeeeeeeee} Million dollars S$ : 31,222 731,511 
45 Million dollars S ; 13,076 | 713,548 Tacos 
Inventory-Sales ratio. e a. 2.39 r 2.33 2.115 


—_—_———___ 


Nondurables mfg.: Sales and | Remree ss 


Inventories ere vei estate aserore .+eeeee} Million dollars $ a. 22,351 
47 Siles woh s Mowkors. come eee veseeeeeeeeess| Million dollars S : 13608 | risers pres 
Inventory-Sales ratio s * nay 1.64 Nene Hee 
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SELECTED BUSINESS INDICATORS (Continued) 


Chartbook 


Page* Series 


Merchandise exports and imports 
Exports®. . 
Imports 


49 
51 


Federal budget receipts and expenditures 
Defense expenditures? 
For quarterly data see below 


Money supply and turnover 


53 


Bank loans, investments and reserves 
YC DICT. Ga a eg PS ROE I ae eee 
RAVERtINENLS Mee eRe et ea 
Borrowings! 1 
Excess reserves!® 


55 


Diffusion index 
Industrial production 
Diffusion index 


57 


Eight sensitive business indicators 
Residential building contracts 
Nonresidential building contracts 
New orders, durables 
Average work week 
Raw materials prices..... 
Stock prices, industrials 
New incorporations 
Business failures... 


Chartbook 
Page“ 


ed 


Gross national product 
Total . 
Change in business inventories. ............-.000. 


ec 


Components of gross national product 
Personal consumption expenditures........... ae 
Change from previous quarter.........-..seee0- 


Change from previous quarter...........seeeees 


Disposition of personal income 
‘otal personal isicomMe: ic). 26 2p sc0 eave ccc dsne nygacs 


29 


Personal consumption expenditures. ..............- 
PECRD TIAL BAUS tit cot wl cloislerocto te oly. e eis wloie eisisteteiele:s 


Corporate profits 


Retained Carnings =. «ccc ssa ecccceesisnvenrnsees 


Business expenditures for plant and equipment 
Total 


Federal budget receipts and expenditures 


51 Receipts... +s eseceeeeeeececreceees eat bens o jah geanees.6 
Expenditures..........-- siygccne Mic.ae’eleereie 
Cumulative surplus or deficit*..... BO Cure OO 


For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tun Conrerence Boarp; Department of Agriculture; Bureau of the Census; Se- 
curities and Hexchenge Commission; Treasury Department; F. W. Dodge; Standard 

oor’s; Dun & Bradstreet. 2 E a s : 
. pierces interest, taxes and wages. * Prices received divided by prices paid. * Be- 
ginning May 1956, data based on 330-area sample. 4 Excludes personal contributions 
to social security, included in components. § Includes wages and salaries and “other 
‘labor income.” ® Includes grant-aid shipments. 7 Military functions of the Defense 
Department. § Demand and time deposits adjusted to exclude U.S. Government and 
interbank deposits; and currency outside banks. ® Excludes Boston, Philadelphia, 
Chicago, Detroit, San Francisco, Los Angeles and New York. 1° All member banks, 
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Ei ere LG TEIAINCL Sere Sete eon ae cate oa nal e neces mate 


Gross private domestic investment............... 


Government purchases of goods and services....... 
Change from previous quarter............+.-005 


Disposable personal income,........2+eeeeeeeereee 


Net before taxes..... nice hsig'-ace Spade auaye eR IAC TIO 
Ste ANG alere gia) 01s 100 050 0 a Ge a Aon oS GO 
33 IV Sb ute OLER el oteys ix: cloie'e, 5. aye Vialuivie srele vig e018 Giate cxthectte 
Dividend payments.......--+-eecseecees aichtcstxets 


Manufacturing industries...........-- eTOnO en 
Nonmanufacturing industries. ..........+ssseeees 


Billion dollars S A r 432.6 7 440.0 7 435.5 426.0 
Billion dollars § A r—2.7 er) ree Pato) Sell 
Billion dollars S A r 435.3 437.0 432.6 420.9 
Billion dollars S A 7 282.4 283.6 278.9 272.3 
Billion dollars S A r—1.2 4.7 252 3.7 
Billion dollars S A r 61.3 r 66.5 r 66.2 68.5 
Billion dollars S A ry —5.2 r 0.3 a ARS) 3.0 
Billion dollars S A 87.0 86.7 86.9 82.8 
Billion dollars S A 0.3 —0.2 1.3 pind 2 0, 
Billion dollars S A r 345.5 r 346.9 r 343.2 334.5 
Billion dollars S A r 302.1 r 303.3 r 300.4 294.0 
Billion dollars S A rv 282.4 283.6 278.9 27253 
Billion dollars S A r 19.8 (eat WRT yr 21.4 21d 
Billion dollars S A n.d. 41.8 42.0 40.86 
Billion dollars S A n.d. 21.3 21.4 20.86 
Billion dollars S A n.d. r 20.4 20.5 19.96 
Billion dollars S A 11.7 12.6 1255 11.55 
Billion dollars S A n.d. Tr alae 8.0 7.86 
Billion dollars S A 37.474 37.75 37.03 36.46 
Billion dollars S A 16.164 16.37 16.25 15.81 
Billion dollars S A 21.31a 21.38 20.78 20.65 
Million dollars 13,914 15,410 13,414 
Million dollars 18,116 17,944 18,12 17,439 
Million dollars —6,735 —2,533 1,646 —5,732 


Unit 


Januaryp | December | November January 


3,358 


Billion dollars 
Billion ee S 


tT 
tS 


222.06 

134.45 
48.1 
22.7 


Million dollars 
Million dollars 
Million dollars 
Million dollars 
Million dollars 


78,0346 

60,734 
668 
365 


31,349 39,619 


133 
—4.08 
25.38 


146 
0.50 
50.62 


1947-49 =100 S 
TS 
its 
Thous. sq. ft. fl. sp. S$ 


Thous. sq. ft. fl. sp. S 
Million dollars S 


58,8200 

44,325b 

14,5436 
40.2 
91.7 
48.13 
11,621 
1,105 


n.d. 

n.d. 

n.d. 
38.7 
84.8 
43.84 
11,354 
1,231 


1941-43 =10 
Number S$ 
Number S 


IV III II 


Quarter 


1 From Federal Reserve Banks. 12 Weekly reporting member banks. ™ Gross national 

roduct, less change in business inventories. For fiscal year beginning July 1. 
A pshasaale adjusted. A-annual rate. a-anticipated. For the I Quarter of 1958, 
anticipated outlays are: Total, 35.52; Manufacturing, 14.96; and Nonmanufacturing, 
20.56. b-December, 1956 for monthly data; III Quarter 1956 for quarterly data, 
p-preliminary. r-revised. * End-of-month inventory, divided by sales during the 
month. + Debits (annual rate) divided by deposits. i Diffusion index stated as the 
average duration in months of expansion or contraction. n.a.—Not available. “ Chart- 
book of Current Business Trends, (Fourth Edition) Tam Conrrrence Boarp, 1957. 
Copies available to Board Associates on request. 


101 


FEDERAL 
TAX RECEIPTS 


1957 
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TOTAL STATE & LOCAL 
lates TAX RECEIPTS Business 
1957 $23.5 
IN BILLIONS 
PERSONAL CORPORATE 
TAXES PROFITS 
$3.2 TAXES 
LA WA iin 


PER CENT CHANGE IN FEDERAL 
& STATE & LOCAL TAX RECEIPTS, 1956 TO 1957 
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® 
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TOTAL TAXES 


MeerererereN 


-2.4% 


Yl 


INDIRECT BUSINESS TAXES B® 


-10.0% 


Sources: Council of Economie Advisers; The Conference Board 
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Sources and Burdens 


EDERAL tax receipts, excluding social insurance contributions, 

increased from $67.0 billion in 1956 to an all-time high of 

$70.1 billion in 1957. Personal taxes, primarily on income, 
rose from $35.0 billion in 1956 to $38.0 billion in 1957, or 8.6%. 
This gain was 2.5 percentage points below the 1955-1956 rate 
of increase. It reflected the decline in personal income in the second 
half of 1957, which fell from a rate of $346.8 billion in August to 
$342.8 billion in December. 

fe) 

Corporate profits tax accruals, directly refiecting the decline 
from $43.0 billion to $42.0 billion in before-tax profits, fell from 
$21.0 billion in 1956 to $20.5 billion in 1957. Indirect business 
taxes (more than 90% of which are in excises) totaled $11.6 
billion in 1957 compared with $10.9 billion in 1956. 

Oo 

The Internal Revenue Code remained essentially unchanged in 
1957. The combined corporate income-tax rate of 52%, due for a 
five-percentage point reduction in April, was again extended, as 
were certain excise-tax rates. However, this present extension will 
run fifteen months, compared with previous extensions of twelve 
months. The next reduction date is July 1, 1958, which coincides 
with the beginning of the next fiscai year. 

° 

The Highway Trust Fund, with receipts coming from earmarked 
excises on motor fuels, tires and tubes, etc., had income of $1.5 
billion and outgo of $1.0 billion. While no changes were made in 
trust fund provisions in 1957, the eventyal-cost estimate of the inter- 
state program is now $10 billion above the origina! estimate of 
$25.0 billion. A gap that is therefore anticipated between aggre- 
gate receipts and expenditures suggests increased tax rates or a 
stretchout of the program. 


State and Local 


State and local government tax receipts reached a new high of 
$27.6 billion, again showing an increase of more than $1 billion 
for 1957. Five states of the thirty-one levying a personal income 
tax boosted rates during 1957. Delaware became the thirty- 
fourth state to levy a corporate income tax; the new 5% tax be- 
coming effective on January 1, 1958. Most of the various changes 
made in the general and selective sales taxes were of a revenue- 
increasing nature, involving both rates and bases. While the 
property tax continues to be the main support of local govern- 
ments, nonproperty taxes are playing an increasingly important 
role. Baltimore, for instance, enacted a new tax on advertising 
during the year, and the same tax is being considered by at least 


one other city. 
oO 


Upward adjustments in state and local tax systems will probably 
continue. Total borrowing of state and local governments ap- 


proached the $7-billion mark in 1957, and there appears to be 
no lessening of the need for additional revenues. 
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of Taxes in 1957 


Federal, state and local tax receipts reached a new peak of 
$97.7 billion in 1957. While new tax legislation at the federal 
level was again at a minimum, forty-six state legislatures met, 
making change after change in their tax laws, including upward 
revisions in rates to offset declining collections. For the third straight 
year the combined revenues of all governments exceeded combined 
expenditures. The Federal Government, as it did in 1955 and 
1956, provided the surplus—one of $4.0 billion—against a state 
and local government deficit of $2.2 billion. 


Aggregate Tax Receipts 


The 4.7% rise in aggregate tax receipts continued the general 
postwar trend of mounting governmental revenues. But this increase 
was substantially below the postwar annual average of about 10%. 

This rise in receipts occurred despite the decline in corporate 
profits taxes. The increase in personal and indirect business taxes, 
which accounted for three fourths of aggregate receipts, more than 
offset the 2.7% decrease in corporate profits taxes. 


Tax Burden 


Little change occurred in the ratio of taxes to income and pro- 
duction in 1957. Total taxes were equivalent to 27.3% of national 
income and 22.5% of gross national product, compared with 27.1% 
and 22.5% in 1956. 

o 


The 19.6% ratio of federal taxes to national income was only 
fractionally above that for 1956. This slight increase, despite con- 
stant rates, was owing primarily to the progressive rate structure. 
The state and local ratio of 7.7% also showed a fractional gain 
over 1956, Since state and local tax systems are in the aggregate 
regressive, the gain came primarily from increased rates. 


fe) 


Total personal taxes of $41.2 billion accounted for 12.0% of 
personal income in 1957, rising slightly above the 1956 ratio. 
Corporate taxes continued to absorb about 51% of company prof- 
its. As profits rise and fall the tax-to-profit ratio remains relatively 
constant, since the corporate profits tax is essentially proportional. 


(e) 


The normal tax of 30% applies to the first $25,000 of income, 
while the surtax is levied on income in excess of that amount. There- 
fore, the tax rate on by far the largest share of corporate taxable 
income approaches but never quite reaches 52%. While no thor- 
oughly adequate base exists for calculating the burden of indirect 
business taxes, they may be measured against consumption ex- 
penditures. These taxes are generally assumed to be shifted for- 
ward by being added to price. The ratio of indirect business taxes 
to personal consumption expenditures was 12.7%, compared with 
12.5% in 1956. This rise reflects the rate increases that were made 
in excise taxes at both state and local levels. 
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PER CENT CHANGES IN 
AGGREGATE TAX RECEIPTS, 1956 TO 1957 


PERSONAL 
TAXES 
8.4% 


TOTAL INDIRECT 
TAXES BUSINESS 
TAXES 


5.4% 


CORPORATE 
PROFITS 
TAXES 


Note: Tax receipts for 1957 are prelimi- 
nary and partially estimated 
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12.0% 


GROSS 
NATIONAL 
PRODUCT 
PERSONAL 

INCOME 

CORPORATE 

INCOME 


20 
as Qle 
XkKSD 
Zak 
BSS 
eas 
ty QW 
age 

G ly 


Sources: Council of Economic Advisers; The Conference Board 


OVERHEAD LABOR IN FACTORY WORK FORCE 


was thought for many years to be a good measure 

of changes in total factory employment even 
though it excluded employees in the so-called white- 
collar or “nonproduction” jobs. 

This omission was deemed not to be serious since the 
number of nonproduction workers was relatively small 
and remained fairly stable except under extreme condi- 
tions of depression or war. In good years, the functions 
performed by them did not expand greatly and any ad- 
ditional work was usually handled by the existing staff. 
In bad years most white-collar workers were kept on the 
payroll to carry out operations that were still necessary or 
because their experience would make them difficult to 
replace when conditions improved. 

In contrast, the number of production workers— 
which represents the bulk of the factory work force— 
fluctuated sharply with swings in the business cycle and 
consequently could serve well, both as an indicator of 
activity in manufacturing and as a yardstick of labor 
input against which to set production, capital invested, 
and other series helpful in appraising factory per- 
formance. 


A Change in the “Mix” 


Since World War II, the expansion in manufacturing 
production has been accompanied by large additions to 
overhead staff, with only a relatively small increase in 
the number of production workers. Three of every four 
workers who were added to factory payrolls in the past 
decade were employees engaged in professional, clerical, 
sales, administrative and other occupations not directly 
associated with producing goods. In all, nearly a million 
and a quarter more persons were employed in such oc- 
cupations in 1956 than in 1947—an increase of 50%. In 
contrast, the number of production workers rose 
380,000, or only 3%.! 

The downswing in business activity during 1957 was 
not reflected in nonproduction-worker employment 
until the closing months of the year. During the first 
eight months, as manufacturing output leveled off and 
382,000 production workers were let go, 112,000 non- 
production workers were added to factory payrolls. 


Cm GES in the number of production workers 


1The production-nonproduction-worker ratio is discussed in 
“Nonproduction Workers in Factories, 1919-56,” Monthly Labor 
Review, April, 1956, pp. 435-440 
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The reduction in the work force first spread to the 
white-collar staff in September. And although four 
months’ experience does not comprise a trend, prelim- 
inary reports show that 71,000 (1.8%) fewer nonproduc- 
tion workers were employed in December than in 
August. During the same period, the number of produc- 
tion workers was further reduced by nearly one-half 
million (3.7%)! 

The 71,000 cutback of employees in overhead jobs so 
far is relatively sharper than those in the comparable 
periods of the 1948-1949 and 1953-1954 recessions. In 
the initial four months of these earlier recessions— 
counting from the business-cycle peaks of November, 
1948, and from July, 1953, respectively —nonproduc- 
tion-worker employment declined 22,000 (.8%) and 
6,000 (.2%). The comparable four-month drop in the 
production-worker count was 713,000 (5.6%) from the 
1948 high, and 661,000 (4.7%) from the July, 1953 high. 

This time, more nonproduction workers were dropped 
from the payroll in four months than during the entire 
thirteen months of the 1953-1954 recession. And the 
current four-month cut is nearly as large as the total 
reduction during the 1948-1949 recession which 
spanned eleven months. 


From an All-time High 


The earlier postwar recessions only temporarily 
halted the persistent upward trend in the number of 
nonproduction workers in the factory work force. As 
conditions improved each time, more were hired than 
had been laid off. Thus reductions in the current reces- 
sion started from an all-high peak in nonproduction- 
worker employment. 

In contrast, the number of production workers was at 
a postwar high in mid-1953 and never again recovered 
to that level. When the 1957 declines began, the number 
of production workers had already fluctuated for about 
a year around 13.2 million—some 850,000 below the 
mid-1953 count. 

With nonproduction workers gaining importance— 
both in number and as a proportion of the factory work 
force—the production-worker count has become less 
satisfactory as a measure of changes in total labor input. 
For example, productivity changes in manufacturing 
during the postwar period based on hours of all em- 

1 All monthly data are seasonally adjusted 
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ployees is about one half to one percentage point less 
than that based on production-worker hours only.! This 
difference may at first seem too small to matter, but 
when productivity increases average only about 3% a 
year even small changes take on meaning. 

Along with recognition of the growing inadequacy of 
the production-worker measure has come a reawakened 
interest in the size and composition of the white-collar 
group (a group often referred to as overhead labor). And 

as is to be expected, attention has initially centered on 
defining precisely what is meant by nonproduction 
workers and by production workers. 


Who Are Nonproduction Workers? 


Broadly stated, production workers are those directly 
engaged in the manufacture of goods, while nonproduc- 
tion workers are those performing such supporting func- 
tions as administration, selling and record keeping. 
This conceptual difference is generally acceptable, but 
even within this framework there is much latitude for 
interpretation. The final decision on the detailed defini- 
tion varies with the uses to be made of the resulting 
data, the judgment of the compiler, and the occupa- 
tional detail of information on the work force available 
from accounting records. 

Variations in the definition actually used are probably 
not so great as these general statements suggest. For 
there is a large core of occupations readily identified 
either as production or nonproduction workers that 
makes for similarity in definition. Differences result 
mainly from a “fringe” group of jobs that are not so 
easily classified. 

Little is directly known of how the majority of com- 
panies classify these “fringe” jobs. For while many 
companies extensively investigate how these fringe jobs 
should be treated, their work is usually limited to in- 
ternal use. However, some of the problems encountered 
at the company level in differentiating between over- 
head labor and production workers were indicated in the 
replies to a recent Conference Board survey on “The 
Changing Labor Force.’ One director, for example, 
said that “within our own corporation certain types of 
inspection labor may be classed as direct in one division, 
whereas in another division the same class of inspection 
labor may be treated as indirect.” 

How the criteria used in separating production from 
nonproduction workers affects the classification of one 
of the “fringe” jobs—that of maintenance workers—is 
shown by the following illustration. A company con- 


1'These facts were presented by Ewan Clague, commissioner of 
labor statistics, in his testimony before the Joint Economic Com- 
mittee, “Hearings on January 1957 Economic Report of the Presi- 
dent,” January 30, 1957 

2“Executives Report on The Changing Labor Force,” in The 
Conference Board Business Record, November, 1957, p. 505 
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cerned with cost analysis for the purpose of setting their 
selling price, for example, tends to use the criterion of 
whether a particular job is a variable cost or a relatively 
fixed overhead cost. On this basis, maintenance work- 
ers,—usually a fixed cost—would be deemed nonproduc- 
tion workers.! But in appraising manufacturing as a 
whole—the economic rationale may prevail and the job 
is then related to the production process. Using still a 
third criterion—the method of wage payment—main- 
tenance workers might be considered either production 
or nonproduction workers depending on whether they 
are paid by the hour or are on a salary. 

For manufacturing as a whole, there are two basic 
sources of factory employment statistics from which a 
production-nonproduction worker comparison can be 
calculated—the Census of Manufactures and the reports 
of the Bureau of Labor Statistics. How do these agencies 
define the terms? Since both use similar concepts, the 
following discussion is limited to the definitions set 
forth by the BLS in fulfilling its role as the sole govern- 
ment agency charged with maintaining a current 
monthly series on factory employment. 


BLS Concepts 


Each month, the Bureau of Labor Statistics collects 
from more than 40,000 manufacturing establishments 
over the nation separate figures on (1) the total number 
employed (that is, every one except the self-employed, 
proprietors and unpaid family workers); and (2) the 
number of production workers. The difference between 
these two aggregates is referred to as nonproduction 
workers. Obviously, the type of workers classified as 
nonproduction workers depends on what is meant by 
“production worker.” 

The BLS defines production and related workers to 
include working foremen and all nonsupervisory workers 
(including leadmen and trainees) engaged in: 


fabricating processing assembling 
inspection receiving storage 

handling packing warehousing 
shipping maintenance repair 

janitorial watchman services product development 


production for plant’s own use (e.g., power plant) 
record keeping 
other closely associated services 


Thus, in this group, are most of the service workers as 
well as the craftsmen, operatives and unskilled laborers. 
Specifically excluded from production workers, and 
therefore automatically included as nonproduction work- 
ers, are employees engaged in the following activities: 
1 More often the company would refer to them as indirect workers. 


For where cost is the criterion, the differentiation is usually made 
between direct and indirect labor. The former includes all workers 
specifically assignable to a particular product; the latter are those 
whose time must be arbitrarily allocated among the products manu- 
factured. This technique has merit in that it is directly helpful in cal- 


culating unit labor cost 


106 


executive purchasing finance 
accounting lega personnel 
cafeterias medical professional 
technical activities sales 
sales-delivery (e.g., routemen) advertising 
credit collection 


installation and servicing of firm’s own products 
routine office function 
factory supervision (above the working foreman level) 
force account construction employees on payroll engaged in 
construction of major plant additions or alterations who 
are utilized as separate work force 
Thus the white-collar salaried employees are the non- 


production workers but so are some wage-rated workers. 


Deviations from “Ideal” 

As part of its quality-checking activities and with the 
long-term objective of bringing closer alignment be- 
tween its concepts and the reporting practices of the 
business community, BLS has been investigating what 
deviations from the “ideal” definitions given above may 
have been made by the companies reporting employ- 
ment data to it each month. There is some evidence 
that misclassification or omission are of many different 
types. The problem occurs most often when an activity 
includes both professional and nonprofessional em- 
ployees, or has both hourly rated and salaried em- 
ployees, or is a mixed product and development 
activity. 

For example, all research and development workers 
might be considered by a respondent to be production 
workers, since the BLS definition explicitly calls for the 
inclusion of those engaged in product development. Yet 
all such workers in a company might be trained engi- 
neers. And professional workers specifically belong with 
nonproduction workers in the BLS groupings. 

Draftsmen and other technicians aiding engineers in 
product development are nonprofessionals, according to 
BLS standards, and are therefore production workers. 
But respondents who consider only hourly rated em- 
ployees as production workers may omit this group from 
its production worker count by reason that such em- 
ployees are on a salary basis. 

Furthermore, because of its bookkeeping system, a 
respondent may classify its product and development 
people on the basis of their status under the Fair Labor 
Standards Act. Such a classification may not be consist- 
ent with the BLS terminology. 

Clerical workers are another group subject to mis- 
classification. A distinction is made by the BLS between 
production clerks—those so closely associated with pro- 
duction activities that they would be considered related 
to production—and clerks in routine office functions, 
The former are production workers, while the latter are 
nonproduction workers in BLS concepts. 

Respondents may also be hazy as to the proper classi- 


fication of truck drivers. In the “ideal” definition those 
operating within the establishment or contributing to 
production activities are production workers; routemen 
and others engaged in sales delivery are nonproduction. 

Other employees often categorized incorrectly in re- 
ports to the BLS are those in receiving, shipping, repair- 
ing, maintenance, cafeteria workers, and supervisors. 
The reasons for the misreporting can best be sum- 
marized by the following statements made by the BLS: 


“There seems little doubt in these and similar cases that 
the detailed instructions on the schedule are clear. It is 
apparent, however, that reporting firms have a strong 
tendency to group categories of workers by the methods of 
payment and payroll summarizations typical of the estab- 
lishment, and they do not attempt to modify these cate- 
gories in order to conform to the concepts specified in the 
reporting instructions when only small numbers of em- 
ployees are involved. The most usual principle underlying 
the reporting of production workers appeared to be the in- 
clusion of all hourly rated employees or of all those on cer- 
tain payrolls, and the exclusion of all salaried employees or 
office workers.” 


The misclassifications and the omissions, however, 
tend to counterbalance each other. Consequently, they 
have had only a negligible effect so far on the “all manu- 
facturing” series.? Over the long run it could have a de- 
cided effect should research, development, technical and 
the other activities most subject to misclassification 
continue to grow.® 

There is no evidence that respondents shift definitions 
from one reporting period to another. If, then, the errors 
are made consistently, the effect of deviations in report- 
ing is minimized for most purposes, since they have little 
or no effect on the relative change shown by the data. 
And usually, the relative change in employment is more 
important than the absolute level. 


Industry by Industry 


Nonproduction workers were added to the payroll of 
almost every manufacturing industry during the decade 
1947-1956, according to BLS data (See table).4 How- 


1 Monthly Labor Review, November, 1957, pp. 1370-1371 


2 In summarizing the net quantitative effect of deviations in the 
reports submitted by manufacturing establishments for the month of 
January, 1956, the BLS stated that “the figure for total manufactur- 
ing employment was 0.2% too low as originally reported; the produc- 
tion worker figure was 0.1% too low. . These errors apply only to 
the all-manufacturing level; reporting errors in individual industries 
could not be measured by a sample survey of this size.” See “Employ- 
ment Series and Manufacturing Reporting Practices,” Monthly Labor 
Review, November, 1957, p. 1371 

3 Only about 3% of the employees in the BLS sample were reported 
engaged in research, development, professional and technical activi- 
ties in January, 1956 

‘ There are eighty-eight industries for which data are available for 
both 1947 and 1956. Nonproduction worker employment increased in 
seventy-eight and decreased in ten 
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Manufacturing Employment: Production and Nonproduction Workers, 1947 and 1956 
eee eeereeerer ee ee ee ee eee 


1947 1956 % Change 1947-56 
Production Non- Non- i t 3 
Industry Workers production | production Be pet wa Shei “aaa Producti Non- 
Workers Workers Workers Workers Ww ae ek production 
oe % of All As % of All pal! Workers 
In Thousands nan In Thousands Slee 
Allimanufacturing, ..<..... ceive. a> Zileness 12,795.0 2,495.0 16.3 13,174.0 3,719.0 22.0 3.0 
Phitablesoadas sues. Sheds enl Lia os 7,010 1,362 16.3 7,630 2,161 22.1 8.8 oe 
Nondurable goods ama «.0claeeke oe ice datebic wns 5,785 1,133 16.4 5,544 1,558 21.9 — 42 37.5 
F pod, os PROAUCES SERN PINS Steir a ele ak os 1,209.0 336.0 21.7 DI EYE 460.7 29.2 — 7.6 387.1 
CAL PFOMUCLE Jove 6:0 F014 5 sislole © aie < dinels soos 223.9 51.5 18.7 266.3 73.8 21.7 18.9 43.3 
Dairy products Pein ea noe cee ececeseesesees 102.9 29.4 22.2 744 39.2 84.5 — 27.7 33.3. 
Canning, DFGSORVING:« jstase Sroka coi> elas aia lt « 4, 61s 210.7 26.8 11.3 209.8 33.9 13.9 — 0.4 26.5 
Grain-null products. 226. . sisies cose cece cue 99.7 24.1 19.5 85.1 34.6 28.9 —14.6 43.6 
BAerya products 24 airs. ocicists o:0 ole s-ayele se aes 189.0 78.8 29.4 172.8 118.8 40.7 — 8.6 50.8 
Shr Gare! Os ae 3 ee ee 33.9 4.5 11.7 27.0 5.6 17.2 —20.4 24.4 
Confectionery, products.................. 84.0 14.5 14.7 65.0 14.5 18.2 —22.6 0 
Beverages neers ots e a crss Gawker ban 145.3 70.2 32.6 120.8 96.1 44.3 —16.9 36.9 
Ta food: products. <6 dsc 6s... « 120.1 35.4 22.8 95.9 44.2 31.5 —20.1 24.9 
Tobacco manufactures. .... 6.6... ccc e ee eee 110.0 8.0 6.8 92.0 8.9 8.8 —16.4 11.3 
Cigarettes NN MRC ee See Sar eests OMe, sus’ Rieite. oe als 26.6 Be f 9.2 30.8 3.4 9.9 15.8 25.9 
(STEIGER eae 47.2 2.2 4.5 33.3 1.7 4.9 —29.4 —22.7 
Tobacco, snuff. PS ee iy nics, als! smc ayaiace ares 10.2 1.7 14.3 5.9 1.1 15.7 —42.2 —35.3 
Tobacco stemming, redrying ............. 25.5 2.1 7.6 22.0 2.7 10.9 —13.7 28.6 
ELLUM UL PNOGUCHE aise coo 8. s <ns one dies ons 1,252.0 83.0 6.2 960.2 90.5 8.6 — 23.3 9.0 
Scouring, combing plants................. Se a: 5 5.8 5 7.9 iA bys 
Wary thrend amis: 6 \...05'... << oceeess o's 170.6 8.9 5.0 113.3 9.2 7.5 —33.6 3.4 
Broad-woven fabric mills................. 590.2 28.1 4.5 429.3 26.9 5.9 —27.3 — 43 
Narrow fabrics, small wares............... i. a As 26.2 3.5 11.8 - 
HRCHRE BITES TIEN Sie cette s. Fieme, Caves gO ces 226.2 16.2 6.7 203.1 19.7 8.8 —10.2 21.6 
Dyeing, finishing textiles................. 82.9 9.0 9.8 75.0 11.0 12.8 — 9.5 22.2 
Carpets, rugs, other floor coverings........ 54.4 7 A 12.0 43.3 8.1 15.8 —20.4 9.5 
Hats (except cloth, millinery)............. a a»! a 11.0 1.5 12.0 = 
Miscellaneous textile ROGUES 3), Aeceate a: ae ae ia 53.2 10.1 16.0 
Apparel, other finished textile products......... 1,030.0 102.0 9.0 1,080.8 181.3 10.8 4.9 28.7 
Men’s, boys’ suits, coats ...............-- 138.4 12.8 8.5 109.7 12.1 9.9 —20.7 — 65 
Men’s, boys’ furnishings, work clothing. .... 252.3 17.5 6.5 286.6 Q4.7 79 13.6 41.1 
Women’s outerwear... Z.eeccs sce dea eees 305.4 31.0 9.2 $21.0 41.1 11.4 5.1 32.6 
Women’s, children’s undergarments........ 90.2 8.0 8.1 112.6 13.9 11.0 24.8 73.8 
LOST ge en ae SiR Ae chaste Caan Cerra 21.1 2.8 11.7 16.0 9.2 12.1 — 24.2 —214 
ee ea! OQULEL WEARS torn ob giles asc doo gists 2 250+ 49.1 4.0 7.5 63.1 7.5 10.6 28.5 87.5 
Oe a See an eee “ a as 8.7 3.0 25.6 
See cllancous apparel, accessories.......... ie ifs a 55.1 6.3 10.3 He ae 
Other fabricated textile products.......... 105.5 16.1 13.2 108.0 20.5 16.0 2.4 29.3 
A PEP MOLLEN PTOGUCES . 10 0. syahsle ie. veie ogietsiee sss 406.0 59.0 12.7 463.7 104.7 18.4 14.2 77.5 
Pulp, paper, paperboard BEEMLAS 9 choc eeodete ous aks 206.9 27.1 11.6 235.2 48.6 W1 13.7 79.3 
Paperboard containers, boxes............. 107.4 14.7 12.0 123.2 28.0 18.5 14.7 90.5 
Other paper, allied products.............. 91.1 17.6 16.2 105.3 28.1 21.1 15.6 59.7 
Printing, publishing, allied industries......... 478.0 233.0 82.8 651.8 303.0 85.6 16.3 80.0 
ING CSA PES sores saetei« (eo lates safe oo se.n'e mi =i 125.4 123.1 49.5 156.6 158.5 50.3 24.9 28.8 
[Pertodicnis aces clce cits ciewcle\slepeis 0 0 + coin 7 30.7 30.2 49.6 28.5 37.4 56.8 — 7.2 23.8 
ES Otero Fae okt oge wings eva(cis es ujere eae 28.7 16.7 36.8 33.8 20.3 $7.5 17.8 21.6 
(Commercial printing 2 21<0 eee «6 <0 cee a 161.0 30.0 15.7 180.8 41.7 18.7 12.3 39.0 
MStNORTAPHING 5 clea la viele oi titee.e vice e eyele we «0 «'e 39.3 10.2 20.6 47.6 15.5 24.6 Q1.1 52.0 
Greeting CATS ie eye ca a sccse, cqesetme cee ape eusie 3, Sy se . 13.5 5.3 28.2 ae os 
Bookbinding, related industries CH 8 wae oe +3 rh 37.5 9.0 19.4 
Misc. publishing, printing services......... si oe as 53.0 15.3 22.4 
Chemicals, allied products........++++++++++- 525.0 169.0 Qh 555.2 279.3 83.5 5.8 65.3 
Industrial inorganic chemicals). ...5......- 54.6 17.2 24.0 75.9 33.7 30.7 39.0 95.9 
Industrial organic chemicals.............- 179.6 47.4 20.9 217.6 99.5 31.4 21.2 109.9 
MO Tigs, MedicINes .. 2b... e cee ese e eens 59.0 QT 4 31.7 55.9 38.8 41.0 — 5.3 41.6 
Soap, cleaning, polishing preparations...... Se a i 29.9 20.0 40.1 me % 
Paints, pigments, fillers ............+.-+-- 45.9 22.4 32.8 47.0 28.0 37.3 24 25.0 
Gum, wood HEIRICHIS a freya as « acsyoyei Meteo = + “i a aA rei 1.3 15.5 a = 
Pertilizersmieeiett: tls seme iins cys ctl en s0s 31.4 5.3 14.4 28.0 8.9 24.1 —10.8 67.9 
Vegetable, animal oils, fats............-.- 41.8 7.9 15.9 28.7 12.4 30.2 —31.3 57.0 
«3 ws es 65.1 36.7 36.1 on es 


Miseschemicalsinccs ct oon Bo ngeees oa 


MARCH, 1958 107 


Manufacturing Employment: Production and Nonproduction Workers, 1947 and 1956 (Continued) 


Industry 


Products of petroleum, coal... .....-.+62++00 
iRetroleunt retining a... kegs ase eta 
Coke, other petroleum, coal products....... 


RUDE DTOUILOLS Alis eiets oc 6s ee ne ame sels ee eye 3 
HPrres@inner tubes. cic . aise s 2 stele cletns Altes 
Rubber toot weal. «9.1. cet «> shine ete = 
Other rubber products................... 


Leather, leather products. .........00eeeeeeee 
Leather, tanned, curried, finished.......... 
Industrial leather belting, packing......... 
Boot, shoe cut stock, findings............. 
Footwear (except rubber)................. 
LANTERNS. ORE Sie dak DO II ARE NC OP 
Handbags, small leather goods............ 
Gloves, miscellaneous leather goods........ 


Ordnance; AccessOrues . oo. .asnlons vee tsios ess. 


Lumber, wood products (except furniture)...... 
Logging camps, contractors............... 
Sawmills, planing mills................... 
Millwork, plywood, prefabricated structural 

WOOGDTOCUCLS.95 =o. 1m bbb rssh steko as 
Wooden containers.) 05.25. ..0c0. belts os 5c 


Burmetureand pictures: o. oes « deletes 6 «om 
Household furnitures: 2) yedece ase teen ee 
Office, public-building, professional furniture. 
Partitions, shelving, lockers, fixtures........ 
Screens, blinds, misc. furniture, fixtures... .. 


Stone, clay, glass products. ............se.+06- 
Nlatyylacseemmete. OF car oancne eee eso: 
Glass, glassware, pressed, blown........... 
Glass products made of purchased glass..... 
Cementenydraulica. sneer oe 
Structural clay products. ...;............- 
Pottery, related products................. 
Concrete, gypsum, plaster products........ 
Cut stone, stone products................ 
Misc. nonmetallic mineral products 


wee wees 


Primary metal industries. ........4....00008. 
Blast furnaces, steel works, rolling mills... ... 
Tron, steel foundries..................... 
Primary smelting, refining nonferrous metals. 
Secondary smelting, refining nonferrous 

MMetaISe a Wma a oboe idee eneniie « o: 
Rolling, drawing, alloying nonferrous metals. 
Nonferrous foundries..................... 


Fabricated metal products (except ordnance, ma- 
chinery, transportation equipment)........ 
Tin cans, other tinware................-- 
Cutlery, hand tools, hardware............. 
Heating apparatus (except electric), plumbers’ 
SUPDlics etre ns cunts cee cette eee cee 
Fabricated structural metal products 
Metal stamping, coating, engraving 
Lighting fixturess. las eect ere 
Fabricated wire products................. 
Misc. fabricated metal products 


Production 
Workers 


1947 


Non- 


Non- 


production | production 


Workers 


In Thousands 


184.0 
141.5 


220.0 
105.8 
23.9 
89.9 


372.0 
51.5 


235.5 


1,074.0 
517.6 
229.4 

43.9 


88.4 
74.4 


822.0 
44.2 
134.8 


128.4 


164.6 
156.3 


55.0 


Workers 
As % of All 
Employees 


23.0 
25.3 


18.6 
20.1 
17.0 
17.7 


9.0 
7.5 


1956 


% Change 1947-1956 


fae te ean tier N 
ee [sites sed. 1 ? Production pica 
8 
enkers | evi, | "iorkare | Beoductio 
——! Employees 
In Thousands Oo ees 
173.0 80.2 $1.7 — 60 45.8 
181.7 70.1 $4.7 — 69 46.7 
41.3 10.1 19.6 are 
216.2 59.7 21.6 — 1.7 19.4 
90.5 27.9 23.6 — 14.6 4.9 
19.7 4.3 17.9 —17.6 —12.2 
106.0 27.5 20.6 17.9 42.5 
334.3 39.9 10.7 —10.1 7.8 
39.8 4.6 10.4 —22.7 9.5 
3.7 1.1 22.9 
15.8 1.9 10.7 ae ane 
218.3 24.3 10.0 — 73 11.5 
13.4 22 14.1 site py 
27.3 3.6 rR Ey 
16.0 2.9 12.1 
83.1 47.6 86.4 269.3 1,058.6 
654.9 69.1 9.5 —16.1 13.8 
89.9 6.9 7.1 1.5 76.9 
$52.1 29.7 7.8 —23.3 —10.3 
110.9 21.9 16.5 10.9 65.9 
51.2 4.3 Mek —30.6 —12.2 
50.8 6.3 11.0 —15.3 6.8 
316.4 59.6 15.9 6.6 49.0 
225.2 34.4 18.3 2.5 42.1 
38.9 9.1 19.0 See 
80.2 ONT: 24.3 re 
22.1 6.4 22.5 
$76.6 92.7 16.3 7.8 47.1 
80.6 8.7 10.8 ae #5 
81.9 16.1 15.6 a 
15.4 2.8 15.4 Arc 
36.5 6.9 15.9 10.6 35.3 
76.9 9.5 11.0 9.5 61.0 
48.2 6.4 y Ap be 6 —10.9 276.5 
96.8 21.9 18.4 27.4 104.7 
18.0 2.6 12.6 “P3 
72.2 23.8 24.8 ie 
1,095.7 213.9 16.3 2.0 36.2 
535.5 $7.6 15.4 3.6 86.7 
207.6 80.2 12.7 — 9.5 10.2 
56.1 18.3 19.2 27.8 92.8 
10.2 8.4 25.0 moe wy 
93.2 24.6 20.9 5.4 42.2 
64.2 13.5 17.4 —13.7 17.4 
128.9 $1.3 19.5 ae ‘ee 
888.3 228.1 20.4 8.1 47.2 
50.5 7.3 12.6 14.3 14 
120.5 28.8 19.3 —10.6 $2.7 
93.8 Q7 A 22.6 —26.9 10.5 
229.1 76.7 25.1 39.2 82.2 
196.8 41.6 17.4 25.9 72.6 
38.3 9.5 19.9 an 
50.0 10.5 17.4 - 
109.3 26.3 19.4 ‘ 
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Manufacturing Employment: Production and Nonproduction Workers, 1947 and 1956 (Continued) 


1947 1956 % Change 1947-1956 
Production Non- Non- Producti - - 
Industry Workers Jools production Workers. mathe n Salgeet Production Non- 
a As of Al Workers | ascperan | Workers | Pyydustion 
In Thousands ba Ae tn Tisai? Cig he 
Machin exc 7 
oo RES se lo el ao aed a a a lf 
Agricultural machinery, tractors........... 140.3 38.6 21.6 104.5 40.4 | 27.9 —25.5 4.7 
Construction, mining machinery........... 90.4 29.8 24.8 113.5 41.8 26.9 25.6 40.3 
Metalworking MORCRINOT Ya Gye cae se las van 185.4 49.4 21.0 222.4 66.9 23.1 20.0 35.4 
= ie apie machinery (except metal- ; 
working)........... Jo aboe eg e a 163.0 41.4 20.8 187.1 55. —15. 
General industrial machinery............. 165.9 55.4 25.0 179.5 a Le ee fs : 
Office, store machines, devices............. 92.4 15.8 14.6 95.7 31.2 24.6 3.6 97.5 
Service-industry, household machines. ..... 152.2 82.6 17.6 147.3 46.0 23.8 — 3.2 41.1 
Mise. machinery parts................... 161.0 86.3 18.4 214.5 59.9 21.8 $3.2 65.0 
PSLOCIPICGL MACHINETY «2.6.0.0 -,s vem soo o-oo 0 s.0« 706.0 212.0 
Electrical generating, transmission, distribu- ie bby ee hy ete ae 
tion, industrial apparatus............... 262.7 80.8 23.5 294.3 119.6 28.9 12.0 48.0 
Electrical appliances. so. %..ccse nc ces ons nie - So 41.3 10.7 20.6 
Insulated wire, cable.............-.-0-0-. * i s 19.1 4.9 20.4 Mf a 
Electrical equipment for vehicles.......... 59.7 14.6 19.7 59.0 14.7 19.9 — 12 “0.7 
Electric lamps..... elisa pape eur see eck A ee xe 27.1 3.5 11.4 Hh * 
Communication CGWDMENE cn ens sccews 249.1 87.1 25.9 $97.8 167.2 29.6 59.7 92.0 
Mise. electrical products.................. = af _ 38.9 13.4 25.6 ss a 
Transportation PLULDINENE Sc sic ain gs pease eas 1,048.0 227.0 17.8 1,330.3 464.8 25.9 26.9 104.8 
Automobiles iiceste elale’ stung ao Stone oe tie bis ba 648.8 127.4 16.4 633.2 158.1 20.0 — 24 24.1 
Aircraft, FRIES he SS ccort nce Tha cies oo nets 175.1 64.2 26.8 532.7 Q71.4 33.8 204.2 322.7 
Aircraft. we tee etree cence eee e eee eeees 116.1 42.4 26.8 338.2 173.8 83.9 191.3 309.9 
Aircraft CTPINCS (PALtss 2). tieis ets aos beta ele 36.6 13.5 26.9 104.2 61.0 $6.9 184.7 351.9 
Aircraft propellers, parts............... 6.1 2.7 34.6 10.8 5.3 32.9 111.8 96.3 
Other aircraft parts, equipment......... 17,2 5.8 25.2 79.5 31.3 28.2 362.2 439.7 
Ship, boat building, repairing............. 140.6 18.8 11.8 110.9 18.7 14.4 —21,1 — 05 
Shipbuilding, repairing................. 121.7 15.6 11.4 90.9 15.6 14.6 —25.3 0 
Boat building, Me RESELIN ES oats wise sue cs swe. oe 18.9 3.2 14.5 20.0 $.1 13.4 5.8 — 3.1 
Railroad equipment. .... a ae Ca late ale ala Sie e 4:8 66.6 14.8 18.2 45.3 14.9 24.8 —32.0 0.7 
Other transportation equipment........... 16.6 2.2 11.7 8.2 Le 17.2 —50.6 —22.7 
Instruments, related products...............-- 207.0 58.0 21.9 232.8 105.7 81.2 12.5 82.2 
Laboratory, scientific, engineering instru- 
TTT Ee Se Oe Sasa pe Coane Be ye oie 38.8 27.9 41.8 
Mechanical measuring, controlling instru- 
BNIGHTSG chalets bojet cee ofe;s't ostay 6 ails «20 sis ar Ae 59.6 25.5 $0.0 
Optical instruments, lenses............... ae ae < 10.6 3.3 23.7 
Surgical, medical, dental instruments....... a tis ss 29.8 13.0 30.4 igs rss 
Winltlialaite 1 GO0GS. 5 5 ps, 2/5 stu stare o 0 5 aiojaops's"e, « 25.8 4.3 14.3 22.3 5.9 20.9 —13.6 87.2 
Photographic apparatus.................. 46.5 15.1 24.5 42.9 23.5 35.4 — 7.7 55.6 
NWWatcheaNClocks’ = 5. .40.cccb ss ceeseaceses 35.7 5.6 13.6 28.8 6.6 18.6 —19.3 17.9 
Misc. Manufacturing industries...........++. 895.0 68.0 14.7 401.1 95.2 19.2 1.6 40.0 
Jewelry, silverware, plated ware..........- 47.9 10.2 17.6 41.5 10.5 20.2 —13.4 2.9 
Musical instruments, parts.............-.. se as 16.2 2.9 15.2 as ae 
BL OVHs SPOLUMUS LOOUL s)5 <<c 4.5m << oc cos wien 72.7 8.6 10.6 78.5 15.0 16.9 8.0 74.4 
Pens, pencils, other office supplies......... Ee = AA 23.7 8.0 25.2 he ee 
Costume jewelry, buttons, notions......... 53.5 7.5 12.3 50.6 11.8 18.9 — 54 57.3 
Fabricated plastics products.............- ts Fa ae 69.0 17.0 19.8 si Pc 
Cther manufacturing industries........... Pa ae Sf 121.6 30.0 19.8 


Note: The 1956 data have been revised since this table was prepared. Comparison of the “old” and “new” series for all manufacturing and for the twenty-one major groups indicates 
no difference in trends between the figures. For most of the major groups the figures were revised only slightly; where changes were somewhat larger, the new figures tend to show even greater 


increases in the importance of nonproduction workers. 
Source: Bureau of Labor Statistics; computations by Tan ConrerENcE Bosrp 


ever, there was marked variation in the size of the gains were communication equipment, (80,100 workers); in- 
reported. Increases ranged from only one hundred non- dustrial organic chemicals (52,100); and bakery prod- 
production employees in three industries (tin cans and ucts (40,000). 

other tinware, electrical equipment for vehicles, and When the size of the gain is measured by the per cent 
railroad equipment) to over 270,000 nonproduction em- change rather than the increase in number, the non- 
ployees in aircraft (including parts). Other industries production workers added by the aircraft industry 
that added large numbers of nonproduction workers again ranked highest. The second largest gain was in 
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A Long Past? 


Is the rapid growth of white-collar workers in manu- 
facturing during the past decade a spurt in a trend that 
started more than half a century ago? An upward move- 
ment in the absolute and relative numbers of “adminis- 
trative” personnel was observed for the period 1899- 
1947 in a study by Seymour Mellman! published in 1951. 
The ratio of “administrative”? to “production” person- 
nel in the six years studied (all peak years of business 
activity, thereby minimizing the influence of cyclical 
fluctuations) was found to be: 


While the over-all trend was clearly upward, the rate 
of increase was not uniform for the entire period. The 
fastest increase occurred in the first decade of the cen- 
tury, while the ratio was virtually the same in 1937 as 
in 1929. 

How do these data which were derived from the 
Census of Manufactures compare with the nonproduc- 
tion-production worker ratio calculated from Bureau of 
Labor Statistics figures? Starting with 1919, the first 
year for the BLS series, there is an increase in the ratio 
for both series between 1923 and 1929, but there the 
similarity stops. The adjusted Census data show no 
change in the ratio from 1929 to 1937, but another up- 
ward movement is indicated between 1937 and 1947. 
The BLS figures show a declining ratio over the same 
periods of time. 

An interesting aside is the comparative stability of 
the nonproduction-production worker relationship dur- 
ing the Twenties and Thirties (except during the ex- 
treme depression years) revealed by the annual BLS 
series. This stability gives credence to the prevalence— 
at least for that period—of the practice of substituting 
changes in production worker employment for changes 
in total employment (see opening paragraphs of this 
article), 

1“The Rise of Administrative Overhead in Manufacturing 
Industries of the United States 1899-1947,” Ozford Economic 
Papers, February, 1951, pp. 62-112, especially table II on 
page 66 

2 This term is defined as including persons employed in co- 
ordinating, supervision, planning, record keeping and buying 
and selling; it is essentially comparable to what is called white- 
collar workers, nonproduction workers or overhead labor 


pottery and related products, the overhead staff of 
which was nearly four times as large in 1956 as in 1947. 
Next in the array was industrial organic chemicals 
(which was also third highest in the listing by number), 
and then concrete, gypsum and plaster products. Both 
of these industries more than doubled their employment 
of nonproduction workers. 

No clear relationship exists between the number of 
nonproduction workers added and the relative impor- 
tance of such workers at the beginning of the period 


(1947) when eighty-eight individual industries for which 
the necessary data are available are studied. However, 
a correlation between these series was found when the 
twenty-one major industry groups were studied!. This 
suggests a counterbalancing among the industries within 
the larger groupings. It seems likely that the size of the 
increase depended much more upon the growth and 
nature of the individual industry than on the proportion 
engaged in overhead functions in the early postwar 
period. 

Nearly all industries had more nonproduction em- 
ployees for each worker engaged in making the manu- 
factured product in 1956 than in 1947. This change in 
structure of the work force came about in different ways. 
In thirty-eight of the eighty-eight industries, the ratio 
of nonproduction workers to all employees rose as non- 
production workers were added at a faster rate than 
workers directly engaged in goods production. In an- 
other thirty-eight industries, the proportion increased 
because nonproduction workers were added while pro- 
duction workers were laid off. 

In still ten more industries, both production and non- 
production employment were cut back, but relatively 
fewer of the overhead staff were let go. The net effect 
was again to increase the relative importance of non- 
production workers. One other industry kept the over- 
head staff constant, but sharply reduced the number 
producing goods. This set of circumstances again re- 
sulted in more nonproduction workers for each produc- 


tion worker.” 
The proportion of nonproduction workers in the work 


force varies widely among the industries. For example, 
only one out of every twenty employees in the cigar in- 
dustry was a nonproduction worker in 1956 as compared 
with one out of two in newspaper and periodical printing 
and publishing. Although there is a wide range between 
these extremes, the nonproduction worker ratio in the 
majority of industries falls within much smaller limits. 
In two thirds (eighty-six) of the 131 industries reporting 
1956 data, nonproduction workers accounted for 10%- 
25% of total employment. And in over 40% of these 
eighty-six industries, the ratio varied within 15%-20%. 


Unfinished Business 


Most factory employees are clearly either production 
workers or nonproduction workers. But, with definitions 
currently in use, a small minority could just as readily 
be classified in either group. The BLS concepts of classi- 
fication have been presented in great detail in this article 

(Continued on page 124) 


1See Monthly Labor Review, April, 1957, p. 437 


? The tin can and other tinware industry—the one missing to make 
up the eighty-eight for which data are available—decreased the non- 
production worker ratio 
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Retail Prices Still Rising 


THE retail price level, as measured by THE CONFERENCE 
Boarp’s consumer price index, registered its twenty-first 
consecutive increase in January, 1958. During the month, 
consumer prices rose 0.8% under the impact of seasonally 
high food costs and gas rates. This advance brought the 
all-items index for the United States to 106.3 (1953 = 100), 
which is 2.8% above year-ago levels. The purchasing power 
of the consumer dollar declining to 94.0 cents (1953 
dollar=100 cents), was 0.4 cent below the December, 
1957, value and 2.7 cents below January, 1957. 

Over the month, price movements were mixed in the 
five major index components. Food and housing costs 
were up appreciably, rising 0.9% and 0.5%; and sundries 


and fish 0.8%. Poultry prices were also fractionally 
higher. Rises in bread and flour prices added 0.2% to the 
cereal and bakery products index. The ‘other food’ group 
rose 0.1%, with fractional increases scattered throughout 
the group. The only one of the food groups to register a 
decline was dairy products and eggs. Prices in this group 
declined 0.9%, the price of eggs falling 3.8% and that of 
fresh milk and of butter by lesser amounts. 

Seasonal adjustments in gas rates and other factors such 
as higher rents, telephone rates and other service costs 
brought a rise in housing costs. Significant increases in the 
cost of personal-care items and magazines were an im- 
portant factor in the comparatively slight advance of the 


The Conference Board’s Consumer Price Index—United States Cities Over 50,000 in Population 


1953= 100 Rebased Indexes 
Housing 
Purchasi All All 

ee Food fen = Fuel Furnish- | Apparel a Sundries Wale ott ao hones 

‘ota ent Eopeend ne : Dollar 1939 100)| = 100) 

1956 Annual av.| 101.9 99.0 102.9 107.8 105.0r; 99.3 100.0 105.0 104.2 98.1 185.1 116.0 
1957 January...| 103.4 100.2 104.5 108.7 107.8 99.8 100.8 107.8 105.5 96.7 187.8 117.7 
February 103.6 100.5 104.8 108.9 108.6 100.0 100.9 107.7 105.8 96.5 188.2 117.9 
March. 103.7 100.4 105.2 108.9 108.7 100.4 101.0 107.3 106.1 96.4 188 . 4 118.1 
ADEM sor - 103.9 100.6 105.4 109 .4 108.8 100.5 101.1 107.4 106.3 96.2 188.7 118.3 
Mayee. oe: 104.1 101.1 105.4 109.5 108.5 100.4 101.2 107.4 106.5 96.0 189.1 118.5 
June...... 104.5 102.0 105.5 109.6 108.3 100.5 101.2 107.5 106.7 95.7 189.7 118.9 

DEY oon oie che 104.8 102.8 105.5 110.1 106.6 100.4 101.2 107.6 107.2 95.4 190.3 119.2 
August. 105.1 103.5 105.5 110.2 106 .4 100.3 101.5 107.6 107.7 95.1 190.9 119.6 
September 105.3 103.6 105.7 110.3 106.6 100.8 101.8 107.6 108.0 95.0 191.2 119.9 
October 105.4 103.5 106.0 110.9 106.9 101.0 102.0 107.4 108.3 94.9 191.4 120.0 
November.| 105.9 103.5 106.1 111.0 107.3 101.0 102.0 110.3 108.6 94.5 192.2 120.5 
December.| 106.0 103.6 106.3 il1.1 107.4 101.0 102.0 110.2 108.9 94.4 192.4 120.6 

1957 Annual av.} 104.6 102.1 105.5 109.9 107.7 100.5 101.4 108.0 107.1 95.6 190.0 119.1 
1958 January...| 106.3 104.5 106.8 111.4 110.1 101.0 102.0 109.6 109.1 94.0 193.1 121.0 

Percentage Changes 

12/57 to ia ; ; ; +0.3 +2.5 0 | 0 —0.5 +0.2 —0.4 | +0.4 +0.3 
1/57 to 1/58....| +2. +4.3 +2.2 +2.5 +2.1 amilo? +1.2 EL +3.4 —2.8 +2.8 +2.8 


r-revised 


were 0.2% higher. Apparel prices remained unchanged 
from the previous month, and transportation costs 
declined 0.5%. 


The Increases 


The January rise in food costs was equal to the largest 
monthly increase in 1957—that of June at the height of 
the seasonal upswing. The current increase was for the 
most part owing to the unusually cold weather which 
severely damaged fruit and vegetable crops and brought 
a 3.2% jump in the fruit and vegetable index. Prices of 
fresh vegetables were up 6.9%, and frozen fruits 8.9%. 
In addition, fresh fruits were 1.6% higher and canned 
goods were up fractionally. 

Seasonally high meat prices provided a further upward 
push for the food index. The meat, fish and poultry group 
moved 1.5% higher as beef prices rose 2.9%, pork 1.0%, 
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sundries index. The apparel group continued to show sta- 
bility as it remained unchanged for the third consecutive 
month, 

Transportation was the only major group to register a 
price decline for the second month in a row. While public 
transportation fares rose 0.2%, automotive costs dropped 
0.7%. This decline was the result of general weakness in 
both the new and used car markets and of lower gasoline 
prices in various price-war areas. 

Compared with a year ago, consumers had to pay more 
in January, 1958, for all major commodity and service 
groups. The largest increase of 4.3% occurred in food, 
sundries were up 3.4%, and housing 2.2%. Transportation 
and apparel prices increased somewhat less: 1.7% and 
1.2%, respectively. 

Hetwen B. Junz 
Division of Consumer Economics 
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[Business Highlights] 


What's happened to production—income—trade—prices 


in the first five months of business recession: 


NOW -AND THEN 


course of business had belatedly changed from 

“is this a recession?” to “what kind of recession 
is it?” “how long will it last?” and, hopefully, “is it 
over?” Of the four basic denominators of business 
activity — production, income, trade and prices—at least 
the first two had clearly exhibited all the characteristics 
of cumulative recession. What remained in doubt was 
whether the last two would remain unaffected—that is, 
whether the 1958 recession would carry forward the 
postwar record of relatively brief, and relatively pain- 
less, adjustments confined largely to the inventory 
sector. 

In the first quarter of 1958, it is generally agreed that 
the 1957-1958 recession has already filled out many of 
the dimensions of the two earlier recessions. Inventory 
demand has fallen as sharply; production and employ- 
ment have declined about as much, and unemployment 
has risen about as much. 


B: LATE FEBRUARY, questions about the 


Take Production— 


In the five months following the peak of the industrial 
production index in August, the total index had fallen 
more than 8%, a little more than in the first five months 
of the two preceding recessions. The decline has been 
heavily concentrated in durables lines; for nondurables 
manufacturing as a whole, the current decline in output 
has been only slightly bigger than in the first postwar 
recession, and much less than in the second. Among 
durables, primary metals have clearly been the hardest 
hit, but machinery output has fallen faster than in 
either of the two earlier recessions. Among soft goods, 
textile production has declined sharply, but not so 
sharply as in the collapse of late 1953. 

Given a probable further decline in February and at 
least no recovery in March, the first seven months of the 
current recession would have had about as much impact 
on output as the entire recessions of 1949 and 1954. 
A further significant decline in activity in the second 
quarter would thus distinguish the current situation, at 
least in degree, from either of its postwar parallels. 

At the moment, the possibility for further decline in 
general measures of business activity seems concen- 
trated in two areas. In the first place, the behavior of 


statistics on the automobile industry has been anything 
but consoling over the past eight weeks. The retail sales 
rate for new domestically produced cars was notably 
below a year ago in January, and fell further below a 
year ago in early February. Even at a substantially cur- 
tailed operating rate, dealers’ stocks of new cars have 
continued to rise. And the rise in stocks and the fall in 
the sales rate have combined to produce a “days-of- 
supply”’ figure that towers above any recent experience. 
Production rates in the industry were accordingly 
reduced further for February and March, to levels that 
run about 21% below production rates in the comparable 
period of 1957. And even this reduced output schedule 
will require a firming in the sales rate to maintain it. 
In the past several years, the industry has awaited 
a seasonal upturn in the early spring months, only to 
be disappointed each time. On the basis largely of intui- 
tion, combined with a strong personal conviction that 
this has been a cold winter, one could argue that the 
odds for a seasonal pickup are more favorable this year 
than in either 1956 or 1957. On the other hand, the 
state of personal anticipations has been deteriorating 
this year, as it was not in the two preceding years. On 
the whole, the level of dealer stocks as of the end of 
February suggests at least a few months more of spo- 
radic output curtailments in the automotive industry. 


Importance of Car Output 


Large as it unquestionably is, it would be possible to 
overstate the importance of the automobile industry to 
consumer goods production in general, and there is some 
indication in trade reports and retail sales figures that 
aggregate volume in nonautomotive consumer durables 
—furniture, appliances, television—has held up some- 
what better than automobiles. But for a broad range 
of industrial materials, the decline in automobile pro- 
duction that has already occurred, and the prospective 
further decline in the next few months, are doubtless 
causing a backing up of inventories or are augmenting 
the problems of liquidation. In industries such as steel, 
a violent drop in the output rate has been required 
simply because liquidation has combined with a falling 
consumption rate among automobile assemblers and 
other steel users. 
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Per cent changes: 
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A second area in which the business downturn may 
not have found a bottom is in capital goods production 
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and sales. Little definitive information on the course of 
capital goods spending has appeared since the Com- 
merce Department’s fourth-quarter anticipations series. 
(The first-quarter sample is now being conducted, and 
will provide, around mid-March, a revised forecast for 
the first-quarter spending rate, and a projection of total 
spending for all of 1958.) But capital goods orders, as 
reflected in the machinery component of the Commerce 
Department’s series, the McGraw-Hill machinery orders 
indexes, and the machine-tool figures of the National 
Machine Tool Builders Association, suggest a moderate 
decline in capital goods programs during the fourth 
quarter of the year. 

Contract awards for nonresidential building also 
point to further decline. In the fourth quarter, new 
capital appropriations of large manufacturing com- 
panies, as measured by Tue ConrereNce Boarp, 
appear to have moved up seasonally from the third 
quarter, but they were at a level well below what would 
be required to maintain the current spending rate.! The 
daily news on capital programs has for months con- 
tained a modest scattering of announced reductions, 
offset by virtually no news of increases. 


The Capacity Potential 


Underlying these reports is the widest gap between 
capacity and production rates that has existed at any 
time in the postwar years. Even the great postwar 
growth industries, such as aluminum and paper, now 
find themselves in a surplus position. In many instances, 
capacity had been adequate or abundant at the peak of 
demand encountered a year ago; the ensuing decline has 
brought operating rates to about their early 1955 level, 
while capacity has risen by about 10% in the intervening 
two years. Using the Federal Reserve’s indexes of capac- 
ity and production for industrial materials,’ output is 
currently about 30% above its 1947-1949 average, while 
capacity is about 80% above its average. A gap between 
output and capacity only three fourths as large as the 
present gap produced a year-long decline in outlays for 
producers’ durable equipment in late 1953 and 1954. The 
burden of proof on the proposition that the current de- 
cline in producer goods will last less than a year thus 
seems to rest with the optimists. 

Given the degree of decline that has already occurred, 
and given the tendencies to further decline that appear 
in the capital goods and automobile markets, it now 
seems about an even bet that the 1958 recession will 
cut a little deeper than either of its predecessors. (A 
level of 130 on the Federal Reserve Board’s index of 


1 See article beginning on page 81 

2 Pig iron, steel ingots, primary aluminum, refined copper, cement, 
cotton yarn, synthetic fibers and yarns, wood pulp, paper, paperboard, 
petroleum products, coke and five industrial chemicals 
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Per cent changes: 
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Source: Department of Commerce 


industrial production would yield a percentage decline 
from the August peak about equal to the total peak-to- 
trough declines in the 1949 and 1954 recessions.) 


Retail Trade Figures 


But whereas it has been reduced business demand— 
for inventory and plant—that is largely responsible for 
bringing the decline this far, the shape of any further 
descent now appears to depend on decisions in the other 
two major sectors: namely, consumers and government. 
If the examination of signs and portents that is now 
going on in Washington is directed at finding a guide to 
the amount of government stimulus required to curb 
the present recession, then it is not likely to find much 
useful evidence in business demand over the next several 
months. A more important test of whether this is likely 
to be a short or prolonged adjustment now seems to lie 
in the rate of retail trade. 

At least through January, retail sales appeared to be 
very well maintained. While volume declined somewhat 
from August to November, the trend climbed upward 
again in December and January; and five months after 
the peak in general business conditions, the total level 
of retail sales was hardly changed at all—if the Com- 
merce Department’s preliminary retail sales figures can 
be depended upon. 

Without any attempt to criticize these statistics, it 
may be worth noting that department store sales figures 
have declined very sharply from their mid-1957 peak, 
and that trade reports in a fairly wide range of con- 
sumer industries treat the rate of sales as satisfactory 
but hardly strong. And it may be worth adding that the 
dollar volume of retail trade has been maintained, in 


part, by the firmness of retail prices, notably for food. In 
any event, the resilience of consumer purchasing is not 
yet adequately tested in the statistics available as of 
this writing. Retail trade rates in February, March and 
April are perhaps the single most significant set of sta- 
tistics to be released this spring. 


Significance of Price Factor 

Prices are among the unexplored and perhaps highly 
significant aspects of 1958. Six months after the onset 
of recession, the wholesale prices of finished goods ap- 
pear still to be in an uptrend. In 1948-1949 they de- 
clined appreciably, and in 1953-1954 they were stable 
to slightly weak. 

It is often said that wages and prices are “stickier” 
today than they have ever been, but even this simple 
assertion has to be taken with a grain of caution. Taking 
the six months following each of the business-cycle 
peaks since the early Twenties (peaks were reached in 
1923, 1926, 1929, 1937, 1948 and 1953), retail prices 
actually rose slightly in four instances, and the decline 
was less than 2% in the other two instances. Wholesale 
prices show a more pronounced reflection of the cycle. In 
the six months following the peaks, wholesale prices de- 
clined in five cases, ranging from about 2% to about 
5.4%. In the vicinity of a peak, price indexes apparently 
have not reacted with anything like the volatility of 
production and employment statistics.! This time they 
have not yet reacted at all. 

A look at the substructure of wholesale prices points 
up plainly enough the distinguishing features of current 
price trends. While industrial raw materials prices have 
actually declined faster in the first five months of this 
recession than in either of the two previous recessions, 
raw foodstuffs at wholesale have not declined at all, 
whereas they fell about 11% in 1948-1949, and about 4% 
in 1953-1954. 

The wholesale prices of foods themselves have risen 
2% since the onset of recession. In the first five months 
of the 1949 recession they fell about 8%, and in the 1954 
recession they fell about 2%. The prolonged absolute 
and relative decline in farm prices, together with the 
CCC support mechanisms, and together with the acci- 
dent of poor weather, have partially inured agricultural 
prices to recession. In so doing, they have gone far 
toward taking the cycle out of consumer prices as a 
whole; in January, wholesale prices of all consumer 
finished goods, including food, were slightly higher than 
they were five months earlier. 

Outside the agricultural sector, wholesale prices have 
behaved only slightly stronger than in the two earlier 
postwar recessions. Prices of consumer soft goods other 


1See “Prices—Costs— Wages,” a Chart Book prepared for the 38th 
Annual Meeting of Tam Conrerencn Boarp, 1954, p. 9 3 
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Per cent changes: 
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than food have remained about unchanged; they were 
about unchanged in 1954, and declined 3% in 1949. 
Finished consumer and producer hard goods have risen 
slightly, as they did in both preceding recessions; and 
intermediate materials for nonfood manufacturing and 
construction have declined slightly, as they did in both 
earlier recessions. Relative to the two earlier postwar 
encounters with the business cycle, the only thing new 
that has been added with respect to prices is the strength 
of the farm-food sector. 

To this portrait of the price trend, two further points 
should be added. In the first place, in neither of the two 
earlier recessions was excess production capacity so 
widely prevalent. The existence of this margin is no 
doubt exerting considerable and persistent pressure on 
the price level now, and may continue to do so for 
several more months. At least in theory, idle capacity is 
as much a downward pressure on prices as full capacity 
operation is an upward pressure. Secondly, the strength 
of food prices is, to some degree, a bearish influence on 
the level of nonfood prices. Food demand is largely 
price inelastic, and rising food costs tend to preempt 
income that might otherwise appear as demand in non- 
food markets. : 

The pressures on the industrial price level thus seem 
real enough, but they are encountering a rigid and, in 
fact, rising level of costs. Wage rates are higher now 
than they were at the peak six months ago, and the cost 
benefits possible through the elimination of overtime 
have long since been consumed. While materials costs 
have declined in a number of industries and, borrowing 
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costs have fallen sharply, increasing wage costs and 
service costs have certainly offset these reductions in all 
but a very few fortunate companies. Long-term wage 
contracts negotiated against a background of postwar 
boom, and in the immediate circumstances of the 1955— 
1956 inflation, are applying continuing upward pressure 
to the cost curve in most major industries. 

Trapped between the downward pressures on prices 
and the upward pressures on costs is, of course, the 
profit margin. While figures for aggregate profits are 
available at this writing only through the third quarter 
of 1957, there is little doubt that unit margins have been 
in a notable decline in the past six months. As in the 
early stages of the 1953-1954 recession, corporate profits 
have borne the brunt of the decline in total national 
income. If general price weakness in finished goods 
should now develop, the effect on profits would clearly 
enough distinguish this recession from its postwar 
predecessors. 

ALBERT T. SOMMERS 
Division of Business Analysis 


Jobless Pay Offsets 


(Continued from page 97) 


August, 1957, through December, 1957, the cumulative 
loss in wages and salaries paid by private industry 
(seasonally adjusted) has been about half a billion dol- 
lars. More than one third of this loss appears to have 
been offset by increases in unemployment benefits (also 
seasonally adjusted). It is unlikely that the offset will 
remain this high should the recession continue at the 
December, 1957, level, and it certainly will not if the 
recession should deepen appreciably. 

Of course other factors are needed for a rounding out 
of the current income picture. Among them are the re- 
semblance, or nonresemblance, of the economic develop- 
ments of the past few months to the course of events in 
the two recessions under scrutiny. At what levels of 
business activity did the three breaks come? How many 
persons were employed, and what was the rate of un- 
employment, in August, 1957, as compared with Sep- 
tember, 1948, and July, 1953? How great has been the 
current decline in private payrolls from the peak? What 
sectors of the work force suffered the first cutbacks? 
What types of industries felt the earliest pinch? Have 
trends in the number of hours worked been similar 
in the three periods? An analysis of all these factors is 
beyond the scope of this article, but some of these areas 
are discussed in other articles in this issue of The Busi- 
ness Record.' 

Mirra I. Crvic 
Division of Economic Studies 


1See particularly articles starting on pp. 104 and 112 


The Ingredients of Bigger Food Sales 
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mid-Fifties prosperity was the unprecedented 

expansion of the retail food market. The fact is 
America was already well fed before the boom, and the 
rate of increase in consumption was leveling off. But the 
market basket carried home by the consumer last year 
came to $48 billion, almost 20% more than in 1954. That 
rate matched the increase in the nation’s total retail 
spending. Indeed, it did even better than that in physi- 
cal volume. While the retail cost of food inched up less 
than 2% in the three years, prices for nonfood commodi- 
ties moved ahead twice as fast. 


POPULATION AND EARNINGS UP 


In part, increased food buying is attributable to 
population changes. Since the war’s end, the United 
States has been expanding at an annual rate of 134%. 
From 1954 to 1957, population was up by 5.7%, which 
accounts for more than a quarter of the rise in food sales 
during those years. Important, too, are increasing ur- 
banization and the drift away from the farm. More of 
our people are now obtaining a larger share of their food 
at the retail store. And urban prices, incidentally, in- 
clude transportation, refrigeration and other handling 
charges. 

On the other hand, families are getting bigger, which 
deemphasizes the full impact of population growth on 
sales. As the number in the family grows, the economies 


QO OF THE less predictable phenomena of the 
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possible in the purchase and preparation of food add up 
impressively. The per person food cost in a family of 
four is only 85% of that experienced by a three-member 
household. It may not, however, be all economy; bigger 
families generally have more young children. Also, 
among households of similar income the larger ones 
may afford less per person for the table. Frills and 
luxuries tend to fall away. 

Too, population structure has been changing in a way 
that tends to decrease our average per capita food 
intake. Age groups that consume somewhat less than 
average—those under ten and those over sixty-five— 
have become more important recently. Together, these 
groups account for 30% of the total United States 
population compared with only 27% seven years ago. In 
the meantime, our adolescent population, which sta- 
tistics show to be the hungriest age category, has de- 
clined a bit in relative importance. 

But the spurt in food sales obtained its prime impetus 
from the sharp rise in disposable income during the 
boom years—and from the fact that the consumer used 
his additional income te buy more of food than more of 
other things. Actually, that part of disposable income 
which went for food last year was fractionally lower 
than in 1954, but in volume and quantity terms, food 
sales went up by more than the over-all level of living. 
As already seen, food prices advanced only half as 
rapidly as the cost of other commodities. 


MORE BUSINESS, FEWER STORES 


With the surge of consumers to the retail food shelf has 
come a sharp upheaval in the business of food selling. 
No branch of retailing, for all the vast changes in the 
nation’s postwar market, has gone through so extensive 
a transformation as food. In part, this transformation 
was precipitated by the ever mounting tide of demand, 
in part by geographical shifts in population; but in good 
measure it is also the profitable product of the industry’s 
ingenuity and enterprise. 

Most striking of the changes has been that in the 
number and size of stores. Despite a sales expansion of 
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some 35%, the number of retail food stores, according to 
the most recent census of 1954, was down more than 
17% since 1948. For grocery stores—and this category 
includes the one on the corner, the supermarket, and all 
gradations in-between—the mortality rate was higher 
still. Census agents making their rounds in 1954 found 
20% fewer grocers than their predecessors six years 
earlier. In the same period, retailers of other types of 
goods were 10% more numerous. 

With store count down and sales volume up, the size 
of the average food shop has grown from 1948 to 1954 
by roughly two thirds. In the latter year, the typical 
outlet grossed about $103,000; six years before it was 
$63,000. Even after adjusting for price changes, it leaves 
the average 1954 food retailer about 50% bigger than he 
was in 1948. 

But comparisons of averages tend to understate the 
trend to hugeness in the food trade. This trend is more 
clearly detailed in the accompanying chart of the dis- 
tribution, by sales volume, of the nation’s grocers. 

First, it appears that the “mama and papa” enter- 
prise—the store doing less than $10,000 a year—is a 
rapidly vanishing American institution. Back in 1948, 
one in six grocery stores was run by one such primary 
entrepreneur. Six years later, the ratio was down to 
roughly one in ten: from 52,000 strong, the population 
dwindled to a bare 25,000 by 1954. Some of those lost 
from the ranks may, of course, have gone on to better 
things; as, for example, moving upward in the hierarchy 
of store size. 

At the top rung of the ladder, developments are also 
most definitely noteworthy. Stores of the supermarket 
class, those checking out $1 million and more of mer- 
chandise a year, accounted for 12% of the nation’s 
grocery business in 1948 and close to one third of it in 
1954. During this period they grew in number from 
about 0.5% of the trade to 2.3%. This represented a 1954 
count of over 6,000 units, a more than threefold 
multiplication. 

But the hard core of the retail grocery trade, as 
measured in store numbers, consists of businesses doing 
operations of $10,000 to $100,000 a year. While they 
constituted about two thirds of the grocery population, 
in both 1948 and in 1954, their share of the retail food 
dollar had shrunk from 36% to 22% by 1954. 


SUPERMARKETS AND CHAIN STORES 


Supermarket and chain-store operations, however, 
have been prospering. The Super Market Institute, for 
example, reports that while sales of all United States 
grocery stores were up 17% between 1953 and 1956, 
SMI-member companies punched out a full 50% gain in 
the same years. The latter ratio “is based on the reports 
from the same companies. . . .”” The SMI has a mem- 
bership of seventy-three firms, operating a total of 7,711 
stores which account for close to a quarter of the coun- 
try’s retail grocery business. 

A similar story of exceptionally rapid sales growth is 


MARCH, 1958 


117 


told by the financial reports of the nation’s major retail 
food chains. In the three years ending with 1956, the top 
twenty-four grocery firms had an aggregate sales in- 
crease of over 25%, which was a good third greater than 
the rise in national grocery sales.! The chains included 
here accounted for about 30% of the United States 
retail grocery business in 1956. 

All in all, the facts decidedly indicate that a violent 
shake-out process was experienced by the retail grocery 
trade between the 1948 business census and that of 
1954. The store count went down precipitously, with 
the highest death rate in the smallest outlet category. 
On the other hand, a substantially bigger retail food 
purchase was carried home from the supermarket. And 
further, the average-size enterprise had grown substan- 
tially larger. 

But these developments cannot entirely be attributed 
to the intensification of the competitive squeeze in the 
grocery trade. With consumers emphatically demon- 
strating a preference for supermarket shopping and with 
the advantages offered retailers by supermarket opera- 
tion, many multioutlet organizations closed their 
smaller units within a relevant shopping area and 
opened big self-service stores. The decline in the number 
of outlets associated with firms having more than ten 
stores, for example, was particularly pronounced during 
the period in review. 


CHANGING GEOGRAPHY OF FOOD SALES 


Those processes were helped along by the willingness 
of consumers to spend more for food, by their shopping 
preferences, and by their amazing geographical mobil- 


1 Because of differences in fiscal-year dates, there is some small 
variation in the periods covered for the various firms. But it is a 
three-year period in all instances. Some companies, while predomi- 
nantly in the retail grocery business, also have related secondary 
operations, such as food packaging and distribution 
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Supergrowth in the Grocery Business 
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ity. The massive population shifts of recent years—the 
quick growth of new industrial communities and the 
crowding to the suburbs—probably more than any other 
single factor transformed the patterns of the retail food 
trade. 

Expansion opportunities have naturally been greater 
for both big and small stores in the more thriving areas. 
Particularly in hectic-growing defense communities, 
wages have been relatively high and the family food 
budget a bit more lavish than elsewhere. In the more 
economically static communities with a slow rate of 
population growth, the small store has found the going 
tough in competing with supermarket margins. 


SOME GEOGRAPHIC CHANGES 


Changes in the geographical structure of the nation’s 
food retailing have in a number of instances been pro- 
nounced. For example, New England and the Middle 
Atlantic States accounted for 31% of all food sold in 
1948, but for only 28% in 1957. That development is 
primarily attributable to the failure of that area to keep 
up with the national trend in population, as well as to 
some loss in its lead in per capita consumption. 

The most impressive gain in food sales was in the 
Mountain and Pacific States, which had a growth of 
more than 45% from 1948 to 1954, and one of over 20% 
from 1954 to 1957. Here, population gains are almost 
entirely responsible for the record, the rise in average 
consumption not being notable compared with that of 
the rest of the nation. 

In the South, consumption, although still lagging 
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behind that of the nation, as a whole, has been moving 
closer to the norm. While that region has just about been 
maintaining its relative population position, its share of 
the United States retail food budget has grown from 
24% to 26% between 1948 and 1957. 

The Central States has had the least detectable 
changes. That area has continued to account for about 
30% of national food sales, and its population and per 
capita consumption gains have been similar to those of 
the total United States. However, sales growth has been 
larger in the eastern than in the western part of the 
region. 

Regional shifts and developments tend to average out 
the more pronounced changes that have occurred in a 
number of individual states. In some cases, state changes 


Changing Geographical Patterns 
of Retail Food Store Sales 


Per Cent Distribution Per Cent Increase Sales 


of Sales 
19571 1954 1948 1954-19571 1948-1954 
New England....... 6.7 6.9 7.2 14.6 30.0 
Middle Atlantic. .... 21.8 22.3 23.8 13.6 27.7 
East North Central. .| 21.4 | 214] 21.3 19.0 36.6 
West North Central... 8.0 8.1 8.5 17.3 29.7 
South Atlantic...... 12.3 11.9 11.2 22.8 44.1 
East South Central. . 4.9 5.0 5.1 17.9 33.5 
West South Central. . 8.7 8.4 8.0 22.4 43.4 
Mountains. ee ere 3.6 3.4 3.2 24.7 45.4 
Pacihies *.coeaccoone 13.0 12.6 11.7 dear 46.9 
United States....... 100.0 | 100.0 | 100.0 18.9 36.1 


1 Estimated by Taz ConrerENce Boarp 
Sources: Bureau of the Census; Tum ConrmreNnce Boarp 
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Food Sales Go Suburban 


Per Cent of Standard Metropolitan Area Sales in Suburbs 
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were remarkably sharp between 1954 and 1957. Further, 
the geography of American food consumption appears 
still to be in transition. Estimates made of the probable 
1960 pattern suggest that state changes in the three 
years ahead will be as distinct as those which have 
occurred in the corresponding span just gone by. 


BUSINESS IN THE SUBURBS 


A tremendous factor affecting the United States post- 
war market has been the steady trek to suburbia. 
Started a long time ago in the boom-bust 1920’s, it was 
abruptly decelerated by the depression and brought al- 
most to full stop by wartime construction controls. By 
1947, with restraints lifted, the movement reemerged 
with vigor. It has affected every sector of the nation’s 
retail trade, but none more violently than the food 
business. While the suburban family still does a good 
part of its durable goods shopping in the big downtown 
store, food buying tends to be almost entirely a neigh- 
borhood affair: food sales follow the consumer. 

From 1948 to 1954, America’s retail food spending 
was up by more than a third; in that period city stores 
increased their dollar volume by about 25%, but those 
in the suburbs rose by all of 65%. Back in 1948, sub- 
urban stores did 35% of the food business of their related 
metropolitan area; in 1954 the ratio exceeded 40%. 

Suburban sales are in fact expanding at a faster pace 
than suburban population. For the movement to the 
outskirts is a middle-income bracket movement; those 
with relatively less to spend tend to remain city bound. 
The suburban merchant, then, is not only getting more 
customers but also the more prosperous ones. Families 
with incomes of $5,000 to $10,000 a year spend about 
20% more for food than do those in the $3,000-to-$5,000 
bracket. 

America’s trek from city to suburb goes a long way in 
explaining the structural changes that have character- 
ized the retail food business in recent years. To be sure, 
many factors have contributed to the supermarketiza- 
tion of the trade—lower prices made possible by volume 
selling, the preference of the consumer for do-it-yourself 
centralized shopping—but none is more pertinent than 
suburban growth. For one thing, the rapid expansion of 
such communities means more business for food retailers 
already on the spot. For another, the expansive poten- 
tials of such communities make them more likely sites 
for large supermarket investments. 


1 These figures and related ones that follow are based on thirty- 
seven standard metropolitan areas, as detailed in the accompanying 
chart. In aggregate, they account for over 40% of the nation’s retail 
food sales in 1954. The Census Bureau defines a standard metropolitan 
area as “an integrated economic unit with a large volume of daily 
travel and communication between the central city and the outlying 
parts of the area.” In this study the term “suburbs” is defined as 
“the outlying parts of the area.” Since all suburban metropolitan 
areas are kept geographically identical in the 1948 and 1954 census 
reports, and the central city in some cases is delineated as a larger unit 
in the latter year, the growing economic importance of the suburbs is 
somewhat de-emphasized. In crowded and rapidly growing standard 
metropolitan areas there probably has been some population overflow 
into adjacent areas. The extension of central city limits would also 
obviously lead to an understatement of relative suburban growth. 


The Decline of the Specialty Food Store 
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But there is more to it than that. Almost by defini- 
tion, suburbs make for bigger stores on the average than 
do cities. The relatively high population density of the 
city provides a condition conducive to the support of the 
smaller enterprise. In the suburbs, though, where popu- 
lation is considerably thinner, the market area of a 
retail outlet must more often than not embrace an area 
considerably larger than the immediate neighborhood. 
Once the consumer is shopping by car, the inclination is 
to seek the larger store, with its wider range of merchan- 
dise, its lower prices, and its greater conveniences. 

Here are the figures that tell the tale. The typical 
city food retailer in 1948 rang up some $72,000 in sales 
volume, but his suburban counterpart grossed $84,000. 
Six years later—after six years of suburban boom—the 
average city-located store had grown half as big again, 
with sales of $110,000; the suburban enterprise was 
close to being twice as large as before, with sales of 
$164,000. 


INNOVATION AND INVENTION 


The story of the revolution in the food business is 
only partially told with statistics of rising consumer in- 
come and population change. In terms of physical vol- 
ume of sales, the food trade has managed to secure a 
more than proportionate share of this bigger and more 
prosperous market. Innovation and invention have 
ranged from minor details making for greater shop- 
ping comfort to new products that have received almost 
instantaneous consumer acceptance. There is the re- 
served parking lot and the built-in seat for baby in the 
shopping cart. Food shopping, which in years gone by 
was accepted by the housewife as at best a routine 
chore, has assumed a creative quality in the super- 
market, new-product age. And self-service, selection 
of products from the shelves, has given release to the 
desire for experiment and “impulse buying.” As a sign 
of the change, processed, precooked and frozen foods 
geared to simplify the every day routine of the American 
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housewife have expanded enormously in variety and 
sales over the past years. The number of firms engaged 
in frozen food packaging has increased by a full 60% 
since the start of the present decade, and retail sales of 
frozen and prepared foods have tripled. 

Helping to boost the nation’s food store sales in addi- 
tion to higher-priced, higher-markup processed foods is 
the expansion of nonfood merchandise lines. Last year 
such items accounted for close to 6% of aggregate super- 
market sales, while three years earlier the ratio was 
3.5%. These figures do not include traditional grocer 
items such as soap and cigarettes: they do include such a 
diversity of products as stockings, toys, glassware, 
books, hardware, and greeting cards. 

According to the Progressive Grocer, ‘“‘a well-stocked 
supermarket” carries some 5,000 items compared with 
3,000 ten years ago. A good part of the difference is 
explained by additional brand labels and quantity sizes. 
But new products and new lines have added hundreds 
of items to grocery shelves. 


THE FOOD SPECIALTY STORE 


The extent to which expanding sales and increasing 
diversity of merchandise lines means an encroachment 
of the grocery on specialty food stores is difficult to 
measure. Grocery sales have been going up faster, and a 
lot faster—from 1954 to 1957 at five times the rate of all 
other food retail stores. But how much of the difference 
can be attributable to variation in price changes? to 
shifts in consumer food preferences? to the growing 
importance of nonfood items on supermarket shelves? 
or to the transition of the grocery store to a food depart- 
ment store? 

All these elements are relevant. During the in- 
dicated period, for instance, food prices inched up 
generally, but specifically for the meat, poultry, and fish 
group they declined. Hence, a somewhat smaller rise 
in meat and fish store sales as compared to groceries is to 
be anticipated. 

More important is the changing choice of consumers. 
About a fifth of the nation’s vegetable consumption in 
the years immediately following the war was in canned 
or frozen form, but the ratio is now running closer to 
30%. A similar relative decline in sales of the fresh 
product has occurred in almost all categories of food—in 
fruit, fish, and meat. Thus food specialty stores—those 
primarily selling wares uncanned, uncooked and un- 
processed straight from farm and slaughter house—are 
losing trade to the freezer and open shelf. 

Supermarkets are also giving the specialty food re- 
tailer some pretty vigorous competition in his own back- 
yard. Census figures indicate that butcher shop sales 
were up about 20% from 1948 to 1954. But supermar- 
kets, according to Food Field Reporter, boosted their 
fresh meat and poultry gross at twice that rate. Fruit 
and vegetable store volume was up 23% in the period; 
the corresponding supermarket counter did 27% more 
business. Figures for bakery goods tell the same story, 
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with bakery sales up only half the rate of the grocer for 
that category of product. 

All in all, the grocer is getting an ever larger share of 
the consumer’s food dollar. Right after the war he was 
grossing about 85 cents; today, the figure is running 
close to 90 cents. What are the consequences for the 
specialty food store? Figures show them to be in sharp 
decline. Despite the gigantic growth of retail food sales 
during the present decade, the volume of such outlets 
has been almost in continuous decline. Last year there 
was a small upward tilt, but sales were still far below 
their 1951 levels. Nor is there anything in the market 
situation that promises improvement. The best that can 
be anticipated is that the share of the market left for the 
specialty food store has approached an irreducible 
minimum. 


So vast and radical have been the changes in the 
trade that the traditional methods of anticipating mar- 
ket trends are no longer fully applicable. According to 
orthodox conceptions, relatively less food is purchased 
as income goes up. But that principle was dramatically 
inoperative in the postwar market. Whatever may have 
been the relative lag in the physical volume of consump- 
tion was more than made up by the drift to better 
quality, to new products, to the more expensive frozen 
and prepared commodity. The industry is now firmly in 
the business of selling luxury and service. And the large 
year-to-year increases that continue to be rung up in 
sales of luxury and processed foods indicate that that 
facet of the food business is still in its early growth 
phase. The dynamic growth of the food industry gener- 
ally seems likely to continue, even though its growth 
patterns may be somewhat more erratic. With an ever 
larger share of the food dollar going for frills and con- 
venience, the industry is likely to become increasingly 
sensitive to the moods of the business cycle. 


Fasran LINDEN 
SEYMOUR SCHWIMMER 
Division of Consumer Economics 


Business Bookshelf 


Marketing Research—Along with the step-by-step process of 
fact finding are described the tools and techniques of mar- 
keting research. Fifty case studies illustrate the text. By 
Richard D. Crisp. McGraw-Hill Book Company, Inc., New 
York, 1957, 798 pages. $7.50. 


The Uneasy Case for Progressive Taxation—A critique of 
the various arguments for progressive taxation. By Walter 
J. Blum and Harry Kalven, Jr. University of Chicago Press, 
Chicago, Illinois, 1953, 107 pages. $2.50. 


Quality Control and Statistical Methods—The application of 
statistical methods to the problems of industrial quality 
control is described. Sample problems illustrate the text. By 
Edward M. Schroch. Reinhold Publishing Corporation, New 
York, 1957, 246 pages. $6.75. 


Announcements of Mergers and Acquisitions, January 11, 1958 — February 10, 1958' 


Acquirer 
Description and assets in millions 


Acquired Unit 
Description and assets in millions 


Adam Consolidated Industries, 
Inc. ($8.6) 
Watch bands, insulated-wire 
mfr. and beverage bottler 


Alpac Corp. ($2.6) 


American Air Filter Co., 
($21.4) 
Air filters, dust collectors, heat- 
ing and ventilating-equipment 
mfr. 

American Brake Shoe Co. ($114.1) 
Railroad equipment, brake shoes 
and linings, castings, forgings, 
etc., mfr. 


Inc. 


American Glycerin Co., Inc. (n.a.) 
(Newly formed) 


American-Marietta Co. ($144.8) 
Paints, resins, chemical and con- 
crete products, etc., mfr. 


American Petrofina, Inc. ($57.1) 
Integrated oil producer 


American Vitrified Products Co. 
($7.2) 
Clay and concrete pipe and 
kindred products mfr. 


Associated Hotels (n.a.) 
Hotel operator 


Robert S. Atkins Clothing Co. 
(n.a.) 


Atlantic Coast Industries, Inc. 


(n.a. 
(Formed by merger of) 


Bohn Aluminum & Brass Corp. 
($29.3) 
Nonferrous metals and metal 
products fabricator 
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** Estimated minimum capital from 
Trades Register, 1954” e 


Bruner-Ritter, Ltd. (n.a.) 
Watch bands mfr. 


Glaser Beverages, Inc. (n.a.) 


Kennard Corp. (over $.5)* 
Ventilating, heating and cooling 
equipment mfr. 


Gaines Foundry, Inc. (n.a.) 
Aluminum and magnesium cast- 
ings producer 


E. I. du Pont de Nemours & Co. 
(American Glycerin Section— 
an oil and gas well-shooting 
service—of) (n.a.) 


Mid-South Concrete Co. 
(Two concrete pipe and concrete 
block producing plants of) (n.a.) 


Petro-Atlas Corp. (n.a.) 
(Sub. of Atlas Corp.) 
Oil and gas producer 

E] Dorado Refining Corp. (n.a.) 
(Sub. of Petro-Atlas Corp.) 


Tulley Concrete Products Co. 
(n.a.) 


Leland Hotel (n.a.) 
(Richmond, Indiana) 
200-room hotel? 


Roos Bros., Inc. ($7.9) 
Clothing-store chain 
Bridgeport Rolling Mills Co. 
(over $.5)* 

Alloy metal strips mfr. 
Industrial Chemical 
Corp. (n.a.) 

Coatings and anticorrosive ma- 
terials producer 
Industrial Metals Corp. (n.a.) 


International Chemical Specialties 
Corp. (n.a.) 


Specialties 


Brickseal Refractories Corp. (n.a.) 
Saverite Engineering Corp. (n.a.) 
Xzit Chemical Corp. (n.a.) 


Atlantic Coast Fisheries Co. ($.4) 
Fish processor 


Fish Machinery Corp. (n.a.) 
(Sub. of Atlantic Coast Fish- 
eries Co.) 


Plastray Corp. (n.a.) 
Plastic houseware products mfr. 


ft wept minimum capital from “Thomas’ Register of American Manufacturers, 


“Thomas’ Wholesale Grocery and Kindred 


Acquirer 
Description and assets in millions 


Borden Co. ($325.5) 
Dairy, food and chemical prod- 
ucts producer 


Brunswick-Balke-Collender 
($37.2) 

Bowling, billiards and educa- 

tional equipment and aircraft 
components mfr. 


Co. 


Burke Dowling Adams, Inc. (n.a.) 
Advertising agency 

Carborundum Co. ($94.2) 
Manufactured abrasives pro- 
ducer 

City Specialty Stores, Inc. ($22.0) 
(Controlled by Specialty Stores 
Co., Inc., a sub. of Bankers 
Securities Corp.) 
Retail apparel stores operator 


Clements Food Co. (over $.1)** 
Food items mfr. 


Columbia Pictures Corp. ($73.8) 
Motion picture producer and 
distributor 


Concrete Products Co. {n.a.) 
(Sub. of Texas Industries, Inc.) 


Controls Co. of America ($13.8) 
Controls, valves, switches, ther- 
mostats mfr. 


D. C. A. Food Industries, Inc. 
(over $1.0)** 

Food machinery and mixes 
supplier 

Di Giorgio Wine Co. (n.a.) 
(Sub. of Di Giorgio Fruit Corp.) 

Di-Noc Chemical Arts, Inc. ($2.6) 
Decalcomanias, labels, photo- 
graphic products and lacquer 
finishes mfr. 

Diversey Corp. ($5.4) 
Chemical products and deter- 
gents mfr. 

Eagle Electric Mfg. Co. ($1.0)* 
Clamps, sockets, etc., mfr. 


Empire-Reeves Steel Corp. (n.a.) 
(Formed by merger of) 


. 


Erie Resistor Corp. ($13.3) 
eee and plastic products 
mfr. 


methods use: 


Acquired Unit 
Description and assets in millions 


Eberhardt Creamery (n.a.) 


MacGregor Sport Products, Inc. 
($10.8) 
Sports equipment and uniforms 
mfr. 


J. Howard Allison & Co. (n.a.) 
Advertising agency 

Pacific Abrasive Supply Co. (n.a.) 
Indusirial supplies distributor 


Kiline’s, Ine. 
| (Over 95% of common stock of) 
(n.a.) 
Retail apparel chain 


Bailey Mfg. Co. (over $.1)** 
Food items mfr. 


Imperial Records, Inc. ($5.0)? 
| Music recording and publishing 


Texcrete Structural Products Co. 
te 4 


2) 
Monolithic structural concrete 
products mfr. 


Hetherington, Inc. (n.a.) 
Precision electrical switches mfr. 


F. W. Stock & Sons Co. 


(over $1.0)** 


Flour milling 
Padre Vineyard Co. (over $1.0)** 


G. Cramer Dry Plate Co. 
(over $.3)* 
Graphic arts 


Wilson Chemical Co. of Honolulu 
(n.a.) 


Matol Corp. 
(Certain mfg. facilities of) (n.a.) 


Alcer Mfg. Co. 
(Certain mfg. facilities of) (n.a.) 


Chase Brass & Copper Co. 
(Certain mfg. facilities of) (n.a.) 


Empire Steel Corp. (over $1.0)* 
Steel sheet producer 


Reeves Steel & Mfg. Co. 
(over $1.0)* 


Steel sheet and metal products 
mfr, 


Hupp Instrumation Co. (n.a.) 
pecoae timers, counters, etc., 
mfr. 


1See The BP AA a Board Business Record, November, 1957, for sources and 


2 The Wall Street Journal, January 29, 1958 
3 Purchase price, New York Herald Tribune, January $1, 1958 
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Announcements of Mergers and Acquisitions (Continued) 


Acquirer 
_ Description and assets in millions 


Fairchild Graphic Equipment, Inc. 


n.d. 

(Sub. of Fairchild Camera & 
Instrument Corp.) 

Electronic photo-engravers mfr. 


Federal Pacific Electric Co. ($34.8) 
Elecirical control and distribu- 
tion equipment mfr. 

Florida Steel Corp. ($9.3) 

Steel fabricator 


Fyr-Fyter Co. (over $1.0)* 
Fire extinguishers, brass goods, 
ete., mfr. 


Gabriel Co. ($10.2) 
Automotive shock 
antennae, etc., mfr. 


absorbers, 


Genung’s, Inc. ($4.9) 
Department stores operator 


Hanson-Van Winkle-Munning Co. 


$6.3 
Plating and polishing equipmert 
and supplies mfr. 
Harshe-Rotman, Inc. (n.a.) 
Public relations 
Hertz Corp. ($72.1) 
Automobile and truck rental 
concern 
Hydraulic Press Brick Co. ($5.0) 
aay aggregate and clay-tile 
mnfr. 


Interchemical Corp. ($56.2) 
Printing inks, industrial finishes, 
carbon papers, typewriter rib- 
bons, etc., mfr. 

International Steel Co. (over $1.0)* 
Steel buildings and roofs mfr. 


Interstate Adjusteze Corp. (n.a.) 
(Affiliate of Interstate Engineer- 
ing Corp.) 

School furniture mfr. 

Iron Fireman Mfg. Co. ($15.1) 
Heating, cooling and power- 
equipment mfr. 


Judarth Corp. (n.a.) 


Keegan Publishing Co. (n.a.) 


Kennecott Copper Corp. ($834.0) 
Copper producer and brass and 
wire-mill products mfr. 

Richard La Fond Advertising, Inc. 

(n.a.) 
Advertising agency 
Lee Coal Co. (n.a.) 


Acquired Unit 
Description and assets in millions 


Teletypesetter Corp. (n.a.) 
(Jointly owned by Gannett Co., 
Inc. and Teletype Corp. (Sub. of 
Western Electric Co., Inc.) 
Typesetting and embossing ma- 
oe automation equipment 
mnfr. 


Penn Electrical Co. (over $.5)* 
Panelboard-switchboard mfr, 


Bushnell Steel Corp. ($3.5)1 
Fabricated structural steel prod- 
ucts mfr. 


Bushnell Steel Construction Co. 
(n.a. 


Globe Automatic Sprinkler Co. of 
Pennsylvania ($2.5) 

Automatic sprinkler equipment 
mnfr, 

Bohanan Mfg. Co. (n.a.) 
Force ejection systems and com- 
ponents for missiles and jet air- 
craft mfr, 


Howland Dry Goods Co. ($10.0)? 


Alert Supply Co. (n.a.) 
Buffing compounds mfr. 


Wagner-Moore Associates (n.a.) 
Publicity specialists 

Lurie Auto Co. (n.a.) 
Truck-leasing firm 


Midwest Aggregates, Inc. (n.a.) 
Lightweight aggregate mfr. 


H. M. Storms Co. 
(Carbon paper and roll mfg. fa- 
cilities of) (n.a.) 


Lindsay Structures, Inc. (over $.1)* 
Prefabricated light sheet-metal 
assemblies for housing, etc., mfr. 

California Table & Top Co. (n.a.) 
School furniture mfr. 


Scaife Co. ‘ 
(Timken Silent Automatic div. 
of) (n.a.) 

Tex-Penn Oil & Gas Corp. (n.a.) 
(Sub. of Penn-Texas Corp.) 
Crude oil and natural gas pro- 
ducer. 

“Film News Magazine” (n.a.) 

Consolidated Coppermines Corp. 
(Copper mining properties and 
equipment of) ($8.4)* 


Picard-Marvin, Inc. (n.a.) 
Advertising agency 


Black Star Coal Corp. (over $1.0)* 
Coal producer 


* Estimated minimum capital from “Thomas’ Register of American Manufacturers, 


1957” 


1 Annual sales volume, Standard Corporation News, January 29, 1958 
2 Annual volume, Standard Corporation News, February 3, 1958 
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Acquirer 
Description and assets in millions 
Litton Industries, Inc. ($15.7) 


Electronic equipment and com- 
ponents mfr. 


Manger Hotels, Inc. (n.a.) 
Hotel chain 


McGraw-Edison Co. ($112.5) 
Electrical appliances and de- 
vices mfr. 


Miehle-Goss-Dexter, Inc. ($59.9) 
Graphic arts machinery and 
equipment mfr. 


Minnesota Rubber Co. (n.a.) 


Namm-Loeser’s, Inc. ($1.2) 
(Controlled by Arebec Corp.) 
Department store operator 


Narmco Adhesives & Plastics Co. 
(n.a.) 


National Tea Co. ($114.9) 
Retail grocery chain operator 


Nestle-LeMur Co. ($2.5) 


Cosmetics and toilet goods mfr. 


Pacific Clay Products ($9.2) 
Vitrified clay products mfr. 


Pacific Outdoor Advertising Co. 


Outdoor advertising 


Paradynamics, Inc. (n.a.) 
Research and development 


Paramount Packaging Corp. (n.a.) 


Petrosur Oil Corp., Inc. (n.a.) 


H. K. Porter Co., Inc. (Pa.) ($77.9) 
Diversified industrial products 


H. K. Porter Co., Inc. (Pa.) 
(Quaker Rubber Div. of) (n.a.) 


. 


Progress Mfg. Co., Inc. ($9.9) 
Residential lighting fixtures mfr. 


Purdue Frederick Co. (n.a.) 
Ethical drug mfr. 


Raytheon Mfg. Co. ($108.5) 
Electronic and communications 
equipment mfr. 


Acquired Unit 
Description and assets in millions 


Monroe Calculating Machine Co, 
($28.3) 
Business machines mfr. 


Knott Hotel Corp. 
(De Witt Clinton Hotel, Albany, 
N. Y. of) (n.a.) 
400-reom hotel! 


Heatube Corp. (n.a.) 
Tubular heating elements and 
immersible heating tubes mfr. 
Mercury Engineering Corp. 
(over $.1)* 
Grinders, paper converting ma- 
chines and laminators mfr. 


Park Tool Co. (n.a.) 


Hughes & Hatcher Co. (n.a.) 
Apparel chain 


Santa Barbara Plastics (n.a.) 
Vinyl coated plastics mfr. 


Tllinois Valley Stores 
eee Piggly Wiggly Stores of) 
n.d. 


a Dunham Smith Pharmacal 
0. 
(87% of outstanding stock of) 


(n.a.) 
Ethical drugs mfr. 

Western Refractories Co. (n.a.) 
Refractory materials producer 


M.S.M. Poster Corp. (n.a.) 
Advertising structures owner 


Cordtz Outdoor Advertising Co. 
(n.a.) 


Four Wheel Drive Auto Co. ($12.1) 
(50.8% of outstanding shares of) 
Motor trucks, fire apparatus and 
ees mechanical equipment 

r. 


Container Corp. of America 
Cea Packaging div. of) 
(n.a. 


Hydroil, Inc. (n.a.) 


Kidd Drawn Steel Co. (over $.3)* 
Mfr. drill rods and special shapes 
of cold-drawn steel 


Aeroduct, Inc. (n.a.) 
Fluid hose and ducting mfr. 


American Auto-Lastic Corp., Inc. 


(n.a.) 
Fluid hose and ducting mfr. 


J. H. Sparks, Inc. (n.a.) ‘ 
Electronic, telephonic and video- 
communications mfr. 


Blair Laboratories, Inc. (n.a.) 


Applied Electronics Co. (n.a.) 
Marine radiotelephones mfr. 


8Purchase price New York Herald Tribune, February 1, 1958 
4 The New York Times, January 18, 1958 
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Announcements of Mergers and Acquisitions (Continued) 


Acquirer 
Description and assets in millions 


Frank Samuels & Co., Inc. (n.a.) 
(Sub. of Haile Mines, Inc.) 


Sears, Roebuck and Co. ($1,503.1) 
Mail-order merchandiser and 
retail store operator 


Sheraton Corp. of 
($219.9) 
Hotel-chain operator 


America 


Sherwood Hotels (n.a.) 


Siegler Corp. ($37.1) 
Heating, air-conditioning, elec- 
tronic and electrical equipment 
mnfr. 


Sinclair Refining Co. (n.a.) 
(Sub. of Sinclair Oil Corp.) 


Singer Mfg. Co. ($444.8) 
Sewing machines, vacuum clean- 
ers and electric appliances mfr. 


Stevens-Shepherd Co., Inc. (n.a.) 
(Sub. of Miller & Rhoads, Inc.) 


Standish-Johnson Co. (n.a.) 
(Formed by merger of) 


Standish-Johnson Co. (n.a.) 


Sundstrand Machine Tool Co. 
($45.9) 
Mfr. aircraft components, 
machine-tools and machinery, 
etc. 


Temco Aircraft Corp. ($43.9) 
Jet aircraft, missiles and 
weapon-systems mfr. 


Textron, Inc. ($185.7) 
Textiles, metals and electronic 
products mfr. 


E. T. Trotter Co. (n.a.) 
Electrical wire and cable indus- 
try products mfr. 


Unexcelled Chemical Corp. ($2.3) 
Pyrotechnics, paints, varnishes, 
braze and aluminum powders 
mfr. 


Universal-Cyclops Steel Corp. 
30.3) 


Steel producer 


Victor Equipment Co. ($5.4) 
Welding-equipment mfr. 


Acquired Unit 


Acquirer Acquired Unit 


Description and assets in millions | Description and assets in millions | Description and assets in millions * 


Nathan Trotter Co., Inc. (n.a.) 
Metal importer 


Warwick Mfg. Corp. 


(50% of capital stock of) (n.a.) 
Electronic equipment mfr. 


Terrace Motor Hotel (n.a.) 
(Austin, Texas) 


Ritz-Carlton Hotel (n.a.) 
(Atlantic City, N. J.) 
460-room hotel! 

Towns & Stevens 
(Colony Motel, Louisville, Ky. 
of) (n.a.) 
123-room motel? 

Sancor Corp. (n.a.) 
Aircraft and missile ground- 
handling equipment mfr. 


Michigan Marathon Oil Co. (n.a.) 


Haller, Raymond & Brown, Inc. 


n.d. 
(Sub. of Topp Industries, Inc.) 
Electronic research and develop- 
ment 


Pritchard-Bright & Co. (n.a.) 
Mens’-wear concern 


Standish-Barnes Co. (n.a.) 
Outdoor advertising agency 


Weybosset Advertising Co. (n.a.) 
‘Outdoor advertising agency 


Newport Poster Advertising Co. 
(n.a.) 


Eastern.Connecticut Outdoor Ad- 
vertising, Inc. (n.a.) 


American Machine & Foundry Co. 
(Turbo div. of) (n.a.) 


Fenske, Fedrick & Miller, Inc. 
(85% of outstanding stock of) 
(n.a.) 

Electronic devices mfr. 


Fanner Mfg. Co. ($10.7) 
Foundry industry products, 
sapdyaty and precision machines 
mfr. 


Allied Asphalt & Mineral Corp. 
(over $.3)* 
Pitches, plasticizers, gilsonite 
and tailor-made waxes com- 
pounder 


Jasco Aluminum Products Corp. 
($4.0)8 
Aluminum window frames and 
doors mfr. 


Empire-Reeves Steel Corp. (n.a.) 


California Oxygen Co. of Sacra- 
mento (n.a.) 


California Liquid Oxygen (n.a.) 
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Welsbach Corp. ($3.2) 


California Medical Gases Co. 


(n.a.) 
Welding Gases (7.a.) 


California Oxygen Co. of La Habra 
(n.a.) 


California Oxygen Co. 

Diego (n.a.) f 

All companies are engaged in 

production of compressed acety- 

jene and liquid and compressed 

oxygen, hydrogen, nitrogen and 
argon 


of San 


Stowman Shipyards, Inc. 
Instals and maintains electric (over $.1)* 
and gas lighting systems; con- 
structs electric power systems; | 
street lamps and plumbing 


specialties mfr. 


Dorchester Engineering, Inc. (n.a.) 
* Estimated minimum capital from ‘Thomas’ Register of American Manufacturers, 
1957” 


1 The Wall Street Journal, January 17, 1958 

3 The New York Times, January 16, 1958 

3 Annual sales volume, The Wal! Street Journal, February 4, 1958 
4 The Wall Street Journal, January 20, 1958 


Overhead Labor Costs 


(Continued from page 110) 


more to clear away some of the confusion as to what the 
bureau means by these terms in its “all manufacturing” 
statistics than to suggest that its definitions are the best 
possible or that the last word has been said about them. 
There are still many problems connected with these 
definitions that have yet to be solved. High on the list of 
unfinished business, for example, is establishing the 
exact status of the different types of employees engaged 
in research and development. 

Current employment statistics on nonproduction 
workers are limited to its total size. Changes in the com- 
position of the group have not been measured. Yet such 
information is essential to an understanding of the oc- 
cupational shifts that occurred in the past decade. Were 
the great increases in the number of white-collar work- 
ers due to the addition of salesmen, clerical workers, 
professional and technical workers, managerial person- 
nel or other types of workers? Possibly one or two of 
these groups accounted for most of the gain, or perhaps 
all contributed equally. 

GERTRUDE Deutscu 
Division of Economic Studies 


Corporate Public Relations—The author sets forth his views 
on principles and policies for developing corporate good 
will. He considers the meaning of public relations and its 
importance to business organizations. By John W. Hill. 
Harper & Bros., New York, 1957, 178 pages. $3.50. 


BUSINESS RECORD 


Other Current Publications of The Conference Raara 


HOW TO STIMULATE 


SALESMEN TO BETTER SELLING 


To assist Associates to get the best efforts from their 
salesmen, The Conference Board has brought together 
a series of successful company experiences, most of 
which have been reported upon at the Board's annual 
marketing conferences during the past few years. 


The views of fourteen top company executives at these 
conferences were carefully woven into six main topics: 
sales supervision—sales training—sales meetings— 
compensation plans—sales contests—performance re- 
views. The report was then reviewed and updated by 
the fourteen men to embrace the results of their most 
recent experience. 


How fo stimulate salesmen to do a better job has 
become a matter of concern as competition has in- 
creased. Perhaps this new publication of the Board's 
can help your company's efforts! Ask for: 


The Conference Recorder 


(an occasional series—no. 2) 


460 Park Avenue, New York 22, New York 


In the 
Management Record 


for February, 1958 


Stock Options in a Bearish Market—The generally de- 
clining stock market of the past two years seems to 
have had little effect on the popularity of stock options. 
Twenty-five recent plans are analyzed in this article, 
with particular attention given to two that have in- 
tegrated stock options with their long-established in- 
centive bonus awards. 


When Employee Turns Author—Many companies are 
finding it worth while to assist their scientific and en- 
gineering personnel in writing and placing articles in 
professional and trade publications. The programs of 
fifteen of the largest employers of technical personnel 
are examined. 


Who's Interested in Personnel Administration? —A close 
look at the people who have attended the twenty-three 
sessions of the Board’s two-week course on personnel 
administration shows that line management as well as 
staff is well represented; and titles have ranged from 
president to the beginning “assistant to.” 


Consumer Prices: The Year in Review—The failure of 
consumer prices to travel along the same general path 
as other economic indicators when inflationary pres- 
sures gave way to deflationary ones in the second half 
of the year marks the price picture for 1957. 


Conference Recorder—no. 1: 
The How and Why of Corporate Giving 
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